COMMONWEALTH OF MASSACHUSETTS

DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE

SEVENTEENTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY

AG-19-13

Response:

GENERAL
D.T. E. 05-27

Date: July 13, 2005

Responsible: Joseph A. Ferro, Manager Regulatory Policy

Referring to the Company’s response to Information Request AG-1-34A,
for 2004, Account 649506 indicates that there were "Special Deals”
during that year. Please indicate who the “Special Deals” were with,
provide the contracts associated with the deals, and indicate to whom the
associated margins were flowed.

The net revenues recorded in Account 649506 relate to off-system sales
activity in 2004. Attachment AG-19-13 (a) provides a summary of the
non-firm off-system sales transactions including all counter-parties and
contractual details associated with each transaction. Each of these
transactions is governed by a North American Energy Standards Board
("NAESB”) contract, executed with each counter-party substantially in the
form attached as Attachment AG-18-13 (b). Also included are the Special
Provisions to the NAESB contract, attached as Attachment-19-13 (¢).

The total margin generated from these transactions was $2,005,771. In
accordance with the margin sharing provisions for all Massachusetis
LDCs from D.T.E. 93-141A, the Company retained $470,573 of this
margin as recorded in Account 642173 and passed back the remaining
margin of $1,535,198 to firm sales customers through the CGA.
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Bay State Gas Company
D.T.E. 05-27
Attachment AG-19-13(B)

Base Contract for Sale and Purchase of Natural Gas

This Base Contract is entered into as of the following date: . The parties to this Base Contract are the following:
Bay State Gas Company (“NiSource LDC"} and

300 Friberg Parkway, Westborotigh, MA 01581-5039

Duns Number; 069-340-214 Duns Number:

Contract Number: Contract Number:

U.S. Federal Tax ID Number: 04-3442797 U.S. Federal Tax |ID Number:

Nofices:

1500 165" Street — GOC, Hammond, IN 46324

Atin: Manager, Scheduling and Accounting Attn:

Phone: {219) 853-4320 Fax; (219) 853-4330 Phone: Fax:
-Confinmations:

1500 165" Street — GOC, Hammond, IN 46324

Atftn: Manager, Scheduling and Accounting Attn: :
Phone: (219)853-4320 © Fax: (219) 853-4330 Phone: Fax;

. Invoices and Payvmenis:
1500 165" Street — GOC, Hammond, IN 46324

Aty Manader, Scheduling and Accounfing Atin:

Phone: {219) 853-4320 ‘Fax: (219) 853- 4330 Phone:; Fax:
- Wire Transfer or ACH Numbers (if applicable): .

BANK: Fleet Bank — Boston, MA BANK:

ABA: 011000138 ABA:

ACCT: 234 30000 : ACCT:

Other Details: . Bay State Gas Company -~ Other Details:

Thss Base Contract incorporates by reference fof all pumoses {he Genera! Terms and Condifions for Sale and Pu%fohase of Natural Gas published
by the North American Energy Standards Board. The parties hereby agree to the foliowmg provisions offered in said General Terms and
Condstlons In the event the parties faii to check a box, the specified default provision shall apply. Select only one box from each section;

Section .2 M Oral (default) Section 7.2 B 25" Day of Month following Month of
Transaction £ Written .| Payment Date delivery (default) :

. Procedure L Payof Month following Month of

i : . delwery .

- Section 2.5 © M 2 Business Days after receipt {defauk) Section 7.2 O Wire transfer (default)

© Confirm T Business Days after receipt Method of - M Automated Clearinghouse Credit (ACH)
Deadling Payment [0 . Check

- Section 2.8 Il Seller (defautt) : Section 7.7 [l Netting applies (default)

" Confirming 41 Buyer _ Netting M Netting does not apply
Party W NiSource LDC o

1 Section 3.2 B Cover Standard (default) .. | Section10.3.1 M Early Termination Damages Apply (default)
Performance (1 Spot Price Standard  © | Early Termination 7 Early 'Termination Damages Do Not Apply
Obligation : - '|_Damages

. | Section 10.3.2 M Other Agreement Setoffs Apply {default)
. Note: The fol.'owmg Spot Price Pub!tcatmn app ies to both | Otfier Agreement " {1 Other Agreement Setoffs Do Not Apply

of the immediately preceding. Setoffs

Section 2.26 M Gas Daily Midpoint (default) Section 14.5

Spet Price i Choice Of Law Massachusetls

Publication

Section 6 M Buyer Pays At and After Delivery Point Section 14.10 W Confidentiality applies (default)
Taxes (default) Confidentiality r  Confidentiality does not apply

{1 Seller Pays Before and At Delivery Point

M Special Provisions Number of sheets attached: three
't Addendum{s};

IN WITNESS WHEREOF, the pariies hereto have executed this Base Contract in duplicate.
BAY STATE GAS COMPANY

By By

Name: Daniel D. Gavito o Name:

Title:  Vice President, Energy Supply Services Title:

Copyright © 2002 North American Energy Standards Board, inc, NAESB Standard 6.3.1

All Rights Reserved April 19, 2002




General Terms and Conditions
Base Contract for Sale and Purchase of Natural Gas

SECTION 1. PURPOSE AND PROCEDURES

1.1. These General Terms and Conditions are intended to facilitate purchase and sale transactions of Gas on a Firm or
interruptible basis. "Buyer" refers to the party receiving Gas and "Seller” refers to the party delivering Gas. The entire agreement
between the parties shall be the Contract as defined in Section 2.7.

The parties have selected either the “Oral Transaction Procedure” or the “Written Transaction Procedure” as indicated on the
Base Contract.

Oral Transaction Procedure:

1.2, The parties will use the following Transaction Confirmation procedure. Any Gas purchase and sale transaction may be
effectuated in an EDI transmission or telephone conversation with the offer and acceptance constituting the agreement of the parties.
The parties shall be legally bound from the time they so agree to transaction terms and may each rely thereon. Any such transaction
shall be considered a "writing” and to have been "signed”. Notwithstanding the foregoing senteiice, the parties agree that Confirming
Party shall, and the other party may, confirm a teléphonic transaction by sending ‘the other parly a Transaction Confirmation by
facsimile, EDI or mutually agreeable eiectronic means within three Business Days of a transaction covered by this Section 1.2 (Oral
Transaction .Procedure):provided that the failure to send a:Transaction Confirmation shail not invalidate the oral agreement of the
parties. Confirming Parly adopts its confirming letterhead, or the like, as its signature on any Transaction Confirmation as the
identification. and authentication of Confirming Party. If the Transaction Confirmation contains any provisions other than those relating
to the commercial terms of the transaction (i.e., price; quantity, performance obligation, delivery peint, period of delivery andior
transportation ‘conditions), which modify or supplement the Base Contract or General Terms and Conditions of this Contract (e.g.,
arbitration ot additional representations and warranties), such provisions shali not be deemed to be accepted pursuant to Section 1.3
but must be exgressly agreed to by both parties; provided that the foregoing shall ot invalidate any transaction agreed to by the
parties.

Written Transaction Procedure:

1.2. The parties will use the following Transaction Confirmation procedure Should the parties come to an agreement regarding a
Gas purchase and sale transaction for a particular Delivery Period, the Confi irming Party shall, and the other party may, record that
agreement on a Transaction Confirmation and communicate such Transaction Confirmation by facsimile, EDI or mutually agreeable
electronic means, to the other party by the close of thie Business ‘Day following the date of agreement. The parties acknowledge that
their agreement will not be binding untii the exchange of.nonconflicting Transaction Confirmations or the passage of the Confirm
Deadline without objection from the receiving party, as provided in Section 1.3.

1.3, fa sendmg paniy s Transaction Confimation is materially different from the receiving party's understanding of the agreement referred
to in Section 1.2, such receiving party shall notify the sending party via facsimile, EDI or mutuatly agreeable elecironic means by the Confirm
Deadline, unless such receiving party has previously sent a Transaction Confirmation to the sending party. ' The failure of the receiving party fo
so notify the sendlng party in writing by the Confirm Deadiine constitutes the receiving party's agreement to the terms of the fransaction
described in the sending party’s Transaction. Confirmation, If there are any material differences between timely sent Transaction:Confirmations
govering the same transaction, then neither Transactiors Confirmation shall be binding until or unless such differences are resolved including
the use of any evidence that clearly resclves the differenices in the Transaction Confirmations. In the event of a conflict among the terms of
(B} a binding Transaction Confirmation pursuant to Section 1. 2, (i) the oral agreement of the parties which may. be evidenced by a recorded
conversatich, where the parties have selected the Oral Transaction Procedure of the Base Contract, ‘(i) the Base Centract and (iv) these
General Terms and Conditions, the terms of the documents shalt govern in the priority listed in this sentence.

1.4, The parties agree that each parly may electromcally record all telephone conversations with respect to'this Contract between their
respective employees, without any special o further noticé to the other party: Each party shiall obtain any necessary consent of its agents and
employees to such recerding. Where the parties have selected the Oral Transaction Progedure in Sectian. 1.2 of the Base Contract, the
parties agree not to contest the validity or enforceability of telephonic recordings entered into in accordance with the requirements of this Base
Contract. However, nothing herein shalf be constried as a waiver of any objection to the admissibility of stich evidence.

SECTION 2. DEFINITIONS

The terms set forth below shall have the meaning ascribed to them below. Other terms are also defined elsewhere in the Contract and
shall have the meanings ascribed to them herein.

2.1. “Alternative Damages” shall mean such damages, expressed in dollars or dollars per MMBiu, as the pariies shall agree upon in the
Transaction Confirmation, in the event either Seller or Buyer fails fo perform a Firm obligation to deliver Gas in the case of Seller or to receive Gas
in the case of Buyer. o

2.2 "Base Contract” shall mean a contract executed by the parties that incorporates these General Terms and Conditions by reference; that
specifies the agreed selections of provisions contained herein; and that sets forth other information required herein and any Specdial Provisions and
addendumy(s) as identified on page one.

2.3. "British thermal unit” or "Btu" shall mean the Infernational BTU, which is also called the Biu (IT).

Copyright © 2002 North American Energy Standards Board NAESB Standard X.X.X
All Rights Reserved January 28, 2002




Attachment AG-19-13B
2.4. "Business Day" shall mean any day except Saturday, Sunday or Federal Reserve Bank holidays.

2.5, "Confirm Deadline" shall mean 5:00 p.m. in the recelving party's time zone on the second Business Day following the Day a
Transaction Confirmation is received or, i applicable, on the Business Day agreed to by the parties in the Base Contract; provided, if
the Transaction Confirmation is time stamped after 5:00 p.m. in the receiving party’'s time zone, it shall be deemed received at the
opening of the next Business Day.

2.6. "“Confirming Party” shall mean the party designated in the Base Confract o prepare and forward Transaction Confirmations to the other
party. '
2.7. "Contract" shall mean the legally-binding refationship established by (i) the Base Contract, (i} any and all binding Transaction

Confirmations and (i) where the parties have selected the Oral Transaction Procedure in Section 1.2 of the Base Contract, any and all
transactions that the parties have entered into through an EDI transmission ot by telephone, but that have not been confirmed in a
binding Transaction Confirmation.

2.8. "Contract Price" shail mean the amount expressed in U.S. Dollars per MMBH1u to be paid by Buyer to Seller for the purchase of
Gas as agreed to by the parties in a transaction.

2.9. "Contract Quantity" shall mean the quantity of Gas to be delivered and taken as agreed to by the parties in a transaction.

2.10.  "Cover Standard", as referred to in Section 3.2, shall mean that if there is an unexcused failure to take or deliver any quantity
of Gas pursuant to this Contract, then the performing party shali use commercially reasonable efforts to (i} if Buyer is the performing
party, obtain Gas, {or an aiternate fuel if elected by Buyer and replacement Gas is not available), or (i} if Selleris.the performing party,
selt Gas, in either case, at a price reasonable for the delfivery or production area, as applicable, consistent with! the antount of notice
provided by the nonperforming party; the immediacy of the Buyer's Gas consumption needs or Seller's Gas sales requirements, as
applicable; the quantities involved; and the anticipated length. of failure by the nonperforming party.

211, "Credit Support Obligation(s)” shall mean any obligation(s} to prowde or establish credit support for or otr behalf of, a party to
this Contract such as an irrevocable standby letter of:credit, a margin agreement, a prepayment, a- secunty mterest in-an asset, a
performance bond, guaranty, or other good and suffi cient security of a continuing nature.

2.12.  "Day" shall'mean a period of 24 consecutive hours coextensive with a "day as defined by the Rece:vmg Transporter in a
part:culartransactlon ' .

2.13. "Delwery Perlod“ shall be the penod during which deélvenes are to be made as agreed to by the parties in a transectlon
2.14, "Delsvery Pomt(s)" shall mean. such point{s) as ate agreed to by the parties in a transaction.

2.15.  "EDI" shall mean an electronic data interchange pursuant to an‘agreement entered lnto by the partses specifically relating to
the communication of Transaction Confirmations under this Contract.

2.16. "EFP" shall mean the purchase, saie or excban_ge._ef natural Gas as the "physical" szde of an exchange for physical transaction
involving gas futures confracts. EFP :shall inoorporate the meaning and remedies of "Firm", provided that a party’s excuse for
nonperformance of its obligations to deliver or receive Gas will be governed by the rules of the relevant futures exchange regulated
under the Commedity Exchange Act. .

2.17. 'Firm" shall mean that either parly may interr_upt its performance without liability only fo:the extent that such: 'pei-’formance is
prevented for reasons of Force Majeure; provided, however, thaf during Force Majeure interruptions the party invoking Force Majeure
may be responsible for any Imbalance Charges as set forth in Section 4.3 related to its interruption after the nomination is made to the
Transporter and until the change in delivefies and/or rece;pts is confirmed by the Transporter.

2.18. "Gas" shall mean any mixture of hydrocarbons ‘and noncombustible gases ih.a gaseous state ‘consisting pnman[y of methane.

2.19.. "Imbalance Charges” shall mean any fees, penalties, costs or charges (in cash or in kind) assessed by a “T“ransporter for
failure to sansfy the Transporter's balance andf/or nomination requirements.

2.20. . "Interruptible” shall mean that either party may interrupt its performance at any time for any reason, whether or not caused by
an event of Force Majeure, with no liability, except such interrupting party may be responsible for any Imbalance Charges as set forth in
Section 4.3 related to its interruption after the nomination is made to the Transporter and until the change in deliveries and/or receipts is
confi rmed by Transporter.’ .

2.21.  "MMBtu" shall mean one million British thermal units, wblch is equwaient to one deka'iherm

2.22. "Month' shall mean the period beginning on the first Day of the calendar month and ending |mmed|ateiy prior to the
commencement of the first Day of the next calendar month.

2.23. "Payment Date” shall mean a date, as indicated on the Base Contract, on or before which payment is due Seller for Gas
received by Buyer in the previous Month.

2.24. "Receiving Transporter” shail mean the Transporter receiving Gas at a Delivery Point, or absent such receiving Transporter,
the Transporter delivering Gas at a Delivery Point,

2.25. "Scheduled Gas" shali mean the quantity of Gas confirmed by Transporter(s) for movement, transportation or management.

2.26. "Spot Price " as referred to in Section 3.2 shall mean the price listed in the publication indicated on the Base Contract, under
the listing applicable to the geographic location closest in proximity fo the Delivery Point(s) for the relevant Day; provided, if there is no
single price published for such location for such Day, but there is published a range of prices, then the Spot Price shall be the average
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of such high and low prices. [f no price or range of prices is published for such Day, then the Spot Price shall be the average of the
following: (i) the price (determined as stated above) for the first Day for which a price or range of prices is published that next precedes
the relevant Day, and (ii) the price (determined as stated above} for the first Day for which a price or range of prices is published that
next follows the relevant Day.

2.27. "Transaction Confirmation" shall miean a document, simitar fo the form of Exhibit A, setting forth the terms of a transaction
formed pursuant to Section 1 for a particutar Delivery Period.

2.28. ‘'Termination Option” shall mean the option of either party to terminate a transaction in the event that the other party fails to perform a
Firm obligation 1o deliver Gas in the case of Seller or fo recelive Gas in the case of Buyer for a designated number of days during a period as
specified on the applicable Transaction Confirmation.

2.29. "Transporter(s)" shall mean all Gas gathering or pipefine companies, or local distribution companies, acting in the capacity of a
transporter, transporting Gas for Seller or Buyer upstream or downstream, respectively, of the Delivery Point pursuant to a particular fransaction.

SECTION 3. PERFORMANCE OBLIGATION

3.1 Seller agrees to sell and deii:ver, and Buyer agrees to receive and purchase, the Contract Quantity for a particular fransaction in
accordance with the terms of the Confract. Sales and purchases will be on a Firm or Interruptible basis, as agreed to by the parties in a
transaction.

The parties have selected either the “Cover Standard” or the “Spot Price Standard” as indicated on the Base Contract,

Cover Standard:

3.2. The sole and exclusive remedy of the parties in the event of a breach of a Firm obfigation to deliver or receive Gas shall be
recovery'of the following: @y in the event of a breach:by Seller on any Day(s), payment by Selier to Buyer in an amount equal to the
positive difference, if any, between the purchase price paid by Buyer utilizing the Cover Standard and the Contract Price, adjusted for
commercially reasonable differences in transportation costs to or from the Delivery Point(s), multiplied by the difference between the
Contract Quantity and the guantity actually delivered by Selier for such Day(s); or (iiy in the event of a breach by Buyer on any Day(s),
payment by Buyer to Seller in the amount equal to the positive difference, if any, between the Contract Price and the price received by
Selier ytilizing the Cover Standard for the resale of such: Gas, adjusted for commerciaily reascnable differences in transportation costs
to or from; the Delivery:Point{s), multiplied by the difference between the Coniract Quantity and the quantity actually taken by Buyer for
such Day(s); or (i) in the event that Buyer has used commercially reasonable efforts to replace the Gas or Seller has used
commiercially reasonable efforts to seli the Gas to a third party, and nc such replacement or salé is available, then the sole and
exclusive remedy of the performing party shalf be any unfavorable difference between the Contract Price and the Spot Price, adjusted
for such transportation fo the applicable Delivery Point, multsphed by the difference between the Contract Quantity and the quantity
actually delivered by Seller and received by Buyer for such Day(s). Imbalance Charges shall not bé recovered under:this Section 3.2,
but Seller andfor Buyer.shall be responsible for Imbalance Charges, if any, as provided in Section 4:3. The amount of such unfavorable
difference shail be payable five Business Days after presentation of the performing party's invoice, which shall set ’forth the basis upon
which such amount was catculated

Spot Price Standard:

3.2. The sofe and exclusive remedy of the parties inthe event of a breach of a Firm obligation to deliver or receive Gas shall be
recovery of the folfowing: (i):in the event of a breach by Seller on any Day(s), payment by Seller to. Buyer'in an amount equal to the
difference between the Cohtract Quantity and the actual quantity delivered by Seller and received by Buyer for such I)ay{s) multiplied
by the positive difference, if any, obtained by subtracting the Contract Price from the Spot Price; or (i) in the event of a breach by Buyer
on any Day(s), payment by Buyer to Seliet in an amount equal to the difference between the Contract Quantity and the actual quantity
delivered by Seller and received by Buyer for such Day(s}, multiplied by the positive difference, if any, obtained by subtracting the
applicable Spot Price from the Contract Price. Imbalance:Charges shall not be recovered under this Section 3.2, but Seller and/or
Buyer shall be responsrbt@ for Imbalance Charges, if any, as provided in Section 4.3.  The amount of such. unfavorable difference shall
be payable five Business Days after presentation of the performing party’s invoice, which shall set for‘th the basis upon which such
amount was calculated.

3.3,  Notwithstanding Section 3. 2, the parties may agree to Alternative Damages in a Transaction Confirmation executed in writing
by both parties. .

3.4. In addition to Sections 3.2 and 3.3, the parties may prowde fora Termmatnoﬂ Option in:a Transaction Com" rmation executed in
writing by both parties. The Transaction Confirmation containing the Termination Option will designate the length of nonperformance
triggering the Termination Option and the procedures for exercise thereof, how darmages for nonperformance will be compensated, and
how liguidation costs will be calculated.

SECTION 4. TRANSPORTATION, NOMINATIONS, AND IMBALANCES

4.1, Seller shall have the sole responsibility for transporting the Gas fo the Delivery Point(s). Buyer shall have the soie responsibility for
fransporting the Gas from the Delivery Poini(s).

472, The parties shall coordinate their nomination activities, giving sufficient time fo meet the deadlines of the affected Transporter(s). Each
party shall give the other party timely prior Notice, sufficient to meet the requiremants of all Transporter(s) involved in the transaction, of the
quantities of Gas to be delivered and purchased each Day. Should either party become aware that actual deliveries at the Delivery Point(s) are
greater or lesser than the Scheduled Gas, such party shall promptly notify the other party.
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43, The parties shall use commercially reasonable efforts to avoid imposition of any Imbalance Charges. If Buyer or Seller receives an
invoice from a Transporter that includes Imbalance Charges, the parties shall determine the validity as well as the cause of such Imbalance
Charges. If the imbalance Charges were incurred as a result of Buyer's receipt of quantities of Gas greater than or less than the Scheduled Gas,
then Buyer shall pay for such Imbatance Charges or reimburse Seller for such Imbalance Charges paid by Seller. If the Imbalance Charges were
incumed as a result of Seller's delivery of quantities of Gas greater than or less than the Scheduled Gas, then Seller shall pay for such Imbalance
Charges or reimburse Buyer for such Imbalance Charges paid by Buyer.

SECTION 5. QUALITY AND MEASUREMENT

All Gas delivered by Seller shall meet the pressure, quality and heat content requirements of the Receiving Transporter. The unit of guantity
measurement for purposes of this Contract shallbe one MMBtuU dry. Measurement of Gas quantities hereunder shall be in accordance with the
esfablished procedures of the Receiving Transporter.

SECTION 6.  TAXES

The parties have selected either “Buyer Pays Af and After Delivery Point” or “Seller Pays Bafore and At Delivery Point” as indicated
on the Base Contract.

Buyer Pays At and After Delivery Point;

Selier shall pay or cause to be paid all taxes, fees, levies, penaliies, licenses or charges imposed by any government authority ("Taxes”™) on or
with respect to the Gas prior to the Delivery Point(s). Buyer shall, pay or cause to be paid all Taxes, on or with respect to the Gas at the
Delivery. Point(s) and il Taxes after the Delivery Point(s}). If a. party is required: to remit or pay Taxes that are the othet party’s respensibility
hereunder, the party responsible for such Taxes shall promptly reimburse the other party for such Taxes. . Any party enfitled to an exemption
from any such Taxes or charges shal! furnish the other party any necessary documentation thereof.

Seller Pays Before and At Delivery Point:

Seller shalt pay or cause to be paid all taxes, fees, levies, penalties, licenses or charges imposed by any govermment authority, (“Taxes") on or
with respect fo the Gas prior fo the Delivery Point{s) and all Taxes at the Delivery Point(s). Buyer shall pay or cause to be paid all Taxes on or
with respect to the Gas after the Delivery Point(s). [f a party is required to remit or pay Taxes that are the other party's responsibility
hereunder, the party responsible for such Taxes shall promptly reimburse the other parly for such Taxes. Any party entitled to an exemption
from any such Taxes or charges shali furnish the other pafty any necessary documentation thereof.

SECTION 7. BILLING, PAYMENT, AND AUDIT

7.1. Seller shall invoice Buyer for Gas deiwered and received in the preceding Month and for any other appticable charges, providing
supporting documentation acceptable in industry practice to support the amount charged. If the actual ‘quantity delivered is not known by the billing
date, billing will be prepared based on the quantity of Scheduled Gas. The invoiced quantity will then be adjusted to the actual quantity on the
following Month's billing or as soon thereafter as actual delivery information is available.

7.2. Buyer shall remit'the amount due under Section 7.1 in the manner specified in' the Base Contract, in immediately available funds, on or
before the later of the Payment Date or 10 Days after receipt of the invoice by Buyer, provided that if the Payment Date is not a Business Day,
payment is due on the next Business Day following that daté. In.the event any payments are due Buyer hereunder, payment to Buyer shall be
made in accordance with this Section 7.2. :

7.3. In the event payments become due pursuant to Sections 3.2 or 3.3, the perform ng party may submit’ an invoice to the
nonperforming party for an acceleraied payment setting forth the basis upon which the invoiced amount was calcuiated. Payment from
the nonperforming party wili be due five Business Days after receipt of invoice.

7.4. If the invoiced party, in good faith, disputes the amount of any such invoice or any part thereof, such invoiced party wil pay such amount
as it concedes to be comect, provided, however, if the invoiced party dispufes the amount due, it must provide supporting documentation
acceptable in industry practice to support the amount paid or disputed. In the event the parties are unable to resojve such dsspute either party
may pursue any remedy avaitable at law or in equity to enforee its rights pursuant to this Section.

7.5. . Ifthe invoiced party fails to remit the full amount pay_ab!e when due, interest on the unpaid portion shall accrue from the date due until the
date of payment at a rate equal fo the lower of (i) the then-effective prime rate of interest published under "Money:Rates" by The Wall Street
Journal; plus two percent per annum; or (i) the-maximum applicable lawful interest rate.

7.6. A party shall have the right, at its own expense, upon reasonable Notice ahd at reascnable times, to examine and audit and to obtain
copies of the relevant portion of the books, records, and telephone recordings of the other party only to the exient reasonably necessary fo verify
the accuracy of any statement, charge, payment, or computation made under the Contract. This right to examine, audit, and to obfain copies shail
not be available with respect o proprietary information not directly relevant to transactions under this Contract. All invoices and billings shall be
conclusively presumed final and accurate and all associated claims for under- or overpayments shall be deemed waived unless such invoices or
billings are objected to in writing, with adequate explanation and/or documentation, within two years after the Month of Gas delivery. All refroactive
adjustments under Section 7 shall be paid in full by the party owing payment within 30 Days of Notice and substantiation of such inaccuracy.

7.7. Unless the parties have elected on the Base Confract not to make this Section 7.7 appiicable to this Contract, the parties shall net
ali undisputed amounts due and owing, and/or past due, arising under the Contract such that the party owing the greater amount shall
make a single payment of the net amount to the other party in accordance with Section 7; provided that no payment required to be
made pursuant to the terms of any Credit Support Obligation or pursuant to Section 7.3 shall be subject {o netting under this Section. if
the parties have executed a separate nefting agreement, the terms and conditions therein shall prevail to the extent inconsistent
herewith.
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SECTION 8. TITLE, WARRANTY, AND INDEMNITY

8.1. Unless otherwise specifically agreed, title to the Gas shall pass from Seller to Buyer at the Delivery Point(s). Seller shall have
responsibility for and assume any liability with respect to the Gas prior to its delivery to Buyer at the specified Delivery Point(s). Buyer
shall have responsibility for and any liability with respect to said Gas after its delivery to Buyer at the Delivery Point(s).

8.2. Seller warrants that it will have the right fo convey and will ransfer good and merchantable title to all Gas sold hereunder and
delivered by it to Buyer, free and clear of all liens, encumbrances, and claims. EXCEPT AS PROVIDED IN THIS SECTION 8.2 AND IN
SECTION 14.8, ALL OTHER WARRANTIES, EXPRESS OR IMPLIED, INCLUDING ANY WARRANTY OF MERCHANTARBILITY OR OF
FITNESS FOR ANY PARTICULAR PURPOSE, ARE DISCLAIMED.

8.3 Sefler agrees to indemnify Buyer and save it harmiess from ail losses, liabilities or claims including reasonable atiorneys' fees
and costs of court ("Claims”), from any and all persons, arising from or cut of claims of title, personal injury or property damage from
said Gas or other charges thereon which attach before title passes to Buyer. Buyer agrees to indemnify Seller and save it harmless from
ali Claims, from any and all persons, arising from or out of claims regarding payment, personal injury or property damage from said Gas or other
charges thereon which attach after title passes to Buyer,

8.4. Notwithstanding the other pfovisions of this Section 8, as between Seller and Buyer, Seller will be liable for alt Claims to the extent that
such arise from the failure of Gas delivered by Seller to meet the quality requirements of Section 5.

SECTION 9.  NOTICES

9.1. All Transaction Confirmations, invoices, payrnents and other communlcatxons made pursuant to the Base Contract ("Notices™)
shall be madeto the addresses specified in writing by the respective parties from time to time. '

9.2. Alt Notices reqfxired hereunder may be sent by facsimile or mutually acceptable electronic means, a nationally recognized
overnight courier service, first class mail or hand delivered.

9.3. Notice shail be given when received on a Business Day by the addressee. In'the absence of proof of the actuai rece|pt date,
the following presumptions will apply. Notices sent by facsimile shall be deemed to have been received upon the sending party's
receipt of its facsimile machine's confirmation of successful transmission. If the day on which such facsimile is received is not a
Business Day or is after five p.m. on a Business Day, then such facsimile shall be deemed to have been received on the next following
Business Day. Notice by overnight mail of courier shall:be deemed to have been received on the next Business Day after it was sent or
such earlier time as is confirmed by the receiving party. Notice via first class mail shall be con31dered delivered five Business Days
after mailing.

SECTION 10.. FINANCIAL RESPONSIBILITY

10.1. If either party (*X") has reasonable grounds for insecurity regarding the performance. of any obligation under this Contract
{whether or not then due).by the other pary (“Y").{incliding, without limitation, the occurrence of ‘@ material change in the
creditworthiness of Y), X may demand Adequate Assurance of Performance. “Adequate Assurance of Performance’ shall mean
sufficient security in the form, amount and for the term reasonably acceptable to X, including, but not:limited to, a standby irrevocable
letter of credit, a prepayment a secunty interest in an: asset or a performance bond or guaranty (including the issuer of any such
security).

10.2.  Inthe event (each an "Event of Default") either party (the "Defaulting Party") or its guarantor shafl: (i) make an assignment or
any general arrangement for the benefit of creditors; (i) file a petition or otherwise commence, authorize, or acquigsce in the
commencement of a proceeding or case under any bankruptcy or similar law for the protection of creditors or have such petition filed or
proceeding commenced against it; (iif) otherwise becorme bankrupt or insolvent (however evidenced); (iv) be unable to pay its debts as
they fall due; {v) have a receiver, provisional liquidator, conservator, custodian, trustee or other similar official appointed with respect io
it or siibstantially ail of its assets; (vi) fail to perform any obligation to the other party with respect to any Credit Support Obligations
relating to the Contract; (vii) fail to give Adequate Assurance of Performance under Section 10.1 within 48 hours but at least one
Business Day of a written request by the other party: or (¥ii) not have paid any amount due the other party hereunder or-or before the
second Business Day following written Notice that such payment is due; then the otherl party (the "Non-Defaulting Party") shall have the
right, at its sole election, to immediately withhold and/oT suspend deliveries or payments upon Notice and/or to terminate and fiquidate
the transactions under the Contract, in the manner provided in Section 10.3, in addition io any and all other remedies available
hereunder. :

10.3. f an Event of Default has occurred and is continuing, the Non-Defauiting Party shaill have the right, by Notice to the Defaulting
Party, to designate a Day, no earlier than the Day such Notice is given and no later than 20 Days after such Notice is given, as an early
termination date (the “Early Termination Date™} for the liquidation and termination pursuant to Section 10.3.1 of all transactions under
the Confract, each a “Terminated Transaction”. On the Early Termination Date, all transactions will terminate, other than those
transactions, if any, that may not be liquidated and terminated under applicable law or that are, in the reasonable opinion of the Non-
Defauiting Parly, commercially impracticable to liquidate and terminate (“Excluded Transactions”), which Excluded Transactions must
be liquidated and terminated as soon thereafter as is reasonably practicable, and upon termination shall be a Terminated Transaction
and be valued consistent with Section 10.3.1 below. With respect to each Excluded Transaction, its actual termination date shall be the
Earty Termination Date for purposes of Section 10.3.1.
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The parties have selected either “Early Termination Damages Apply” or “Early Termination Damages Do Not Apply” as
indicated on the Base Coniract.

Early Termination Damages Apply:

10.3.1. As of the Early Termination Date, the Non-Defaulting Party shall determine, in good faith and in a commercially
reasonable manner, (i} the amount owed (whether or not then due) by each party with respect to all Gas delivered and received
between the parties under Terminated Transactions and Excluded Transactions on and before the Early Termination Date and all other
applicable charges relating to such deliveries and receipts (including without limitation any amounts owed under Section 3.2}, for which
payment has not yet been made by the party that owes such payment under this Contract and (i) the Market Value, as defined below,
of each Terminated Transaction. The Non-Defaulting Party shall (x) liquidate and accelerate each Terminated Transaction at its
Market Value, so that each amount equal to the difference between such Market Value and the Contract Value, as defined below, of
such Terminated Transaction{s) shall be due to the Buyer under the Terminated Transaction(s) if such Market Value exceeds the
Contract Value and to the Seller i the opposite is' the case; and (y) where appropriate, discount each amount then due under clause
{x) above to present value in a commercially reasonable manner as of the Early Termination Date (to take account of the period
between the date of liquidation and the date on which such amount would have otherwise been due pursuant to the relevant
Terminated Transactions).

For purposes of this Section 10.3.1, “Contract Value” means the amount of Gas remaining {o be delivered or purchased under a
transaction muitiplied by the Contract Price, and "Market Value™ means the amount of Gas remaining to be delivered or purchased
under a transaction multiplied by the market price for a similar transaction at the Delivery Point determined by the Non-Defaulting Party
in a commercially reasonable manner. To ascertain the Market Value, the Non-Defaulting Party may consider, amorg. other
valuations, any or all of the settlement prices of NYMEX Gas futures contracts, quotations from leading dealers in energy swap
contracts or physical gas trading markets, similar sales or purchases and any other bona fide third-party offers, alf adjusted for the
length of the term and differences in transportation costs:- A party shall fiot be required to enter into a replacement transaction(s) in
order to determine the Market Value. Any ex’tensnon(s) of the term of a transaction to which patrties are not bound as of the Early
Termination Date (including but not limited to “evergreen provisions”) shall not be considered in determzmng Contract Values and
Market Values: For the avoidance of doabt, any option pursuant to which: one party has the right to extend the term of a transaction
shall be considered in determining Contract Values and'Market Values. The rate of interest used in caiculating net present value shall
be determined by the Non-Defaulting Party in a commercially reasonable manner.

Early Termination Damages Do Not Apply:

10.3.t.  As: of the Early Termination Date, the Non-Defaulting Party shall determine, in.good faith and in a commercially
reasonable manner, the amount owed {whether or not then due) by each party with respect to all Gas delivered and received between
the parties under Terminated Transactions and Excluded Transactions on and before the Early Termination Date:and all other
applicable charges relating to such deliveries and receipfs (including without limitation any amounts owed under Section 3.2), for which
paymenthas not yet been made by the party that owes such payment under this Contract,

The parties have selected either “Other Agreement Setoffs Apply” or “Other Agreement Setoffs Do. Not Apply” as indicated
on the Base Contract.

Other Agreement Setoffs Apply:

10.3.2. The Non-Defaulting Party shall net or aggregate, as appropriate, any and all amounts owing between the parties under
Section 10.3.1, so that all such amounts are netied or aggregaled to a single liquidated-amount payable by one party to the other {the
“Net Setifement Amount”). At its sole option and without prior Notice to the Defaulting Party, the Non-Defaulting Party may setoff (j)
any Net Settlement Amount owed to the Non- Defaulting Parly against any margin or:other collateral held by it in connection with any
Credit Support Obligation relating to the Contract; or (ii). any Net Seftlement Amount payable to the Defaulting Parly against any
amount{s) payable by the Defaulting Parly to the Non-Defaulting Party under any other agreement :or arrangement between the
parties.

Other Agreement Setoffs Do Not Apply:

10.3.2. The Non-Defaulting Party shall net or aggregate, as appropriate, any and aii amounts owing between the parties under
Section 10.3.1, so that all such amounts are netted or aggregated to a single liquidated amount payable by one party to the other {the
“Net Settlement Amount”). At its sole option and without prior Notice to the Defaulting Party, the Non- Defauitmg Party may setoff any
Net Settlement Amount owed to the Non-Defaulting Party against any margin or other collateral held by it in connection with any Credit
Support Obligation relating to the Contract.

10.3.3. If any obligation that is to be included in any netting, aggregation or setoff pursuant to Section 10.3.2 is unascertained,
the Non-Defaulting Party may in good faith estimate that obligation and net, aggregate or setoff, as applicable, in respect of the
estimate, subject to the Non-Defaulting Party accounting to the Defaulting Party when the obligation is ascertained. Any amount not
then due which is included in any netting, aggregation or seteff pursuant to Section 10.3.2 shali be discounted to net present value in a
commercially reasonable manner determined by the Non-Defaulting Party.

10.4. As soon as practicable after a liquidation, Notice shall be given by the Non-Defaulting Party to the Defaulting Party of the Nat
Settlement Amount, and whether the Net Settlement Amount is due to or due from the Non-Defaulting Parly. The Notice shall include a
written staterment explaining in reascnable detail the calculation of such amount, provided that failure to give such Notice shall not affect
the validity or enforceability of the liquidation or give rise to any claim by the Defaulting Party against the Non-Defaulting Party. The Net
Settternent Amount shall be paid by the close of business on the second Business Day following such Notice, which date shall not be
earlier than the Early Termination Date. Interest on any unpaid portion of the Net Settlement Amount shall accrue from the date due until the

Copyright © 2002 North American Energy Standards Board, Inc. NAESE Standard 6.3.1
All Rights Reserved Page 7 of 10 Aprii 19, 2002




Attachment AG-12-13B
date of payment at a rate equal to the lower of i) the then-effective prime rate of interest published under "Money Rates" by The Wall Street
Joumal, plus two percent per annum; or (ii) the maximum applicable lawful interest rate.

10.5. The parties agree that the transactions hereunder constitute a “forward coniract” within the meaning of the United States
Bankruptcy Code and that Buyer and Seller are each "forward contract merchants" within the meaning of the United States Bankruptcy
Code.

10.6. The Non-Defauiting Party's remedies under this Section 10 are the sole and exclusive remedies of the Non-Defaulting Party
with respect to the occurrence of any Early Termination Date. Each party reserves to itself all other rights, setoffs, counterclaims and
other defenses that it is or may be entitled to arising from the Contract.

10.7.  With respect to this Section 10, if the parties have executed a separate netting agreement with close-out netting provisions,
the terms and conditions therein shall prevail to the extent inconsistant herewith.

SECTION 11. FORCE MAJEURE

11.1.  Except with regard to a party's obligation to make payment(s) due under Section 7, Section 10.4, and Imbalance Charges under
Section 4, neither party shall be liable to the other for failure to perform a Firm obligation, to the extent such failure was caused by Force
Majeure. The term "Force Majeure” as employed herein means any cause not reasonably within the control of the parly claiming
suspension, as further defined in Section 11.2.

11.2. Force Majeure shall include, but not be limited to, the following: {i) physical events such as acts of God, landslides, lightning,
earthquakes, fires, storms or storm warnings, such as hurricanes, which résult in evacuation of the affected area, floods, washouts,
explosions, breakage or accident or necessity of repairs to-machinery or equipment cor iines of pipe; (i) weather related events affecting
an entire geographic region, such as low temperatures which cause freezing or failure of wells or lines of pipe; (i) interruption and/or
curtailment of Firm transportation andfor storage by Transporters; (iv) acts of others such as strikes, lockouts or other industrial
disturbances, riots, sabotage, insurrections or wars; ahd (vf governmental actions such as necessity for compliance with any court
order, law statute ordmanca regulation, or policy hawng the effect of law promulgated by a govarnmentat authority having jurisdiction.

once it has occurred in order to resume performance. -

11.3.  Neither party shall be entitled to the benefit of the prowsaons of Force Majeure to the extent performance is affected by any or
all of the following circumstances: (i) the curtailment of interruptible or secondary Firm transportation unless primary, in-path, Firm
transportation is: also’ cuftailed; (i) the, party claiming excuse failed to remedy the condition and fo restime:the performance of such
covenants or obhgatlons with reascnable dispatch; or (i) economic hardship, to include, without i[mttatson Sellers ability 1o sell Gas ata
higher or more advantageous price than the Contract Price, Buyers ability fo purchase Gas at ailower or more advantageous price than the
Contract Price, or a regulatory agency disaliowing, in whole or in part, the pass through of costs resuiting from this Agreement; {iv) the ioss of
Buyer's market(s) or Buyer's inability to use or resell Gas purchased hereunder, except, in either case, as provided in.Section 11.2; or (v) the
loss or failure:of Seller's gas supply or depletion of resefves; &xcept, i either case; as provided'in Sectiori 11.2. The party claiming Force
Majeure.shall not be excused from its responsibility for imbatance Charges.

11.4.  Notwithstanding anything to the contrary herein, the parties agree that the settlement of strikes lockouis or other industrial
disturbances shall be within the sole discretion of the party experiencing such disturbance. :

i1.5.: The party whose performanc:e is prevented by Force Majeure must providé Notice to the other pary. Initial Notice may be
given orally; however, written Notice with reasonably full particulars of the event or occurrence is required as soon as reasonably possible.
Upon providing written Notice of Force Majeure to the other:party, the affected party will be relieved of its obligation, from-the onset of the
Force Majeure event, to make or accept delivery of Gas, as applicable, to the exient and forithe duration of Force Majeure, and neither party
shall be deemed to have failed in such obligations to the other during such oceurrence or.event. '

11.6.  Notwithstanding Sections 11. 2 and 11.3, the parties may agree to aEtematave Force Majeure provisicns in a Transaction
Confirmation executed in writing by both' parties.

SECTION 12. TERM

This Contract may be terminated on 30 Day's wriiten Notice, but shall remain in effect until the expiration’ of the latest Delivery Period of any
transaction(s). The rights. of either party pursuant to Section 7.6 and Secfion 10, the obligations to make payment hereunder, and the
obligation of either parly to indemnify the othier, pursuant hereto: shall survive the termination of the Base Confract or any trajnsact:on

SECTION 13. LIMITATIONS

FOR BREACH OF ANY PROVISION FOR WHICH AN EXPRESS REMEDY OR MEASURE OF DAMAGES 1S PROVIDED, SUCH EXPRESS
REMEDY OR MEASURE OF DAMAGES SHALL BE THE SOLE AND EXCLUSIVE REMEDY. A PARTY'S LIABILITY HEREUNDER SHALL
BE LIMITED AS SET FORTH IN SUCH PROVISION, AND ALL OTHER REMEDIES OR DAMAGES AT LAW OR IN EQUITY ARE WAIVED. IF
NC REMEDY OR MEASURE OF DAMAGES IS EXPRESSLY PROVIDED HEREIN OR IN A TRANSACTION, A PARTY'S LIABILITY SHALL
BE LIMITED TO DIRECT ACTUAL DAMAGES ONLY., SUCH DIRECT ACTUAL DAMAGES SHALL BE THE SOLE AND EXCLUSIVE
REMEDY, AND ALL OTHER REMEDIES OR DAMAGES AT LAW OR IN EQUITY ARE WAIVED. UNLESS EXPRESSLY HEREIN
PROVIDED, NEITHER PARTY SHALL BE LIABLE FOR CONSEQUENTIAL, INCIDENTAL, PUNITIVE, EXEMPLARY OR INDIRECT
DAMAGES, LOST PROFITS OR OTHER BUSINESS INTERRUPTION DAMAGES, BY STATUTE, IN TORT OR CONTRACT, UNDER ANY
INDEMNITY PROVISION OR OTHERWISE. [T IS THE INTENT OF THE PARTIES THAT THE LIMITATIONS HEREIN IMPOSED ON
REMEDIES AND THE MEASURE OF DAMAGES BE WITHOUT REGARD TC THE CAUSE OR CAUSES RELATED THERETO, INCLUDING
THE NEGLIGENCE OF ANY PARTY, WHETHER SUCH NEGLIGENCE BE SOLE, JOINT OR CONCURRENT, OR ACTIVE OR PASSIVE.

Copyright © 2002 North American Energy Standards Board, Inc. NAESE Standard 6.3.1
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TO THE EXTENT ANY DAMAGES REQUIRED TO BE PAID HEREUNDER ARE LIQUIDATED, THE PARTIES ACKNCOWLEDGE THAT THE
DAMAGES ARE DIFFICULT OR IMPOSSIBLE TO DETERMINE, OR OTHERWISE OBTAINING AN ADEQUATE REMEDY IS
INCONVENIENT AND THE DAMAGES CALCULATED HEREUNDER CONSTITUTE A REASONABLE APPROXIMATION OF THE HARM OR
LOSS.

SECTION 14. MISCELLANEOUS

14.1.  This Contract shall be binding upon and inure to the benefit of the successors, assigns, personal representatives, and heirs of the
respective parties hereto, and the covenants, conditions, rights and obligations of this Contract shail run for the full term of this Contract. No
assignment of this Contract, in whole or in part, will be made without the prior written consent of the non-assigning party (and shall not relieve
the assigning party from liability hereunder), which consent will not be unreascnably withheld or delayed; provided, either party may () transfer,
sell, pledge, encumber, or assign this Contract or the accounts, revenues, or proceeds herecf in connection with any financing or other
financial arrangements, or (ii) transfer its interest o any parent or affiliate by assignment, merger or otherwise without the prior approval of the
other party. Upon any such assignment, transfer and assumption, the transferor shall remain principally fiable for and shall not be relieved of
or discharged from any obligations hereunder.

14.2.  If any provision in this Contract is determined to be invalid, void or unenforceable by any court having jurisdiction, such determination
shall not invalidate, void, or make unenforceable any other provision, agreement or covenant of this Contract.

14.3.  No waiver of any breach of this Contract shall be held to be a waiver of any other or subsequent breach.

14.4.  This Contract sets forth all understandings between the parties respecting: each transaction subject hereto, and any prior, contracts,
understandings and representations, whethier oral or written, relfating to such transacfions are merged, into"and superseded by this Contract
and any effective transaction(g). This Contract may be amended only by a writing executed by both parties.’

14.5. The interpretation and performance of this Contract shall be governed by the laws of the jurisdiction as indicated on the Base
Contract, excluding, however, any conflict of laws rule which weuld apply the law of another furisdiction.

14.6.  This Contract and: all provisions herein will be :sub;ect to ali applicable and valid statutes, rules, orders and: regulations of any
governmental authority:having jurisdiction over the parties, their facilities, or Gas supply, this Contract or transaction or any provisions thereof.

14.7.  Thereisno thi:rd:party beneficiary to this Contract.

14.8. Each party fo this-Contract represents and warrants" that it has full and complete authorily to enter info and perfore this Contract.
Each person who execufes this Contract on behaff of either party represents and warrants that it has full and comiplete authority to do so and
that such patty will be bound thereby.

14.9. The headings and subheadings contained in this Contract are used: soiely for convenience and do not constrtute a part of this
Contract between the parties and shail not be used to construe or interpret the provisions of this Contract.

14.10. Uniess the patties have elected on the Base Contract not to inake this Section 14.10 appllcable to thls Contract, neither party shall
disclose directly or indirectly without the prior writien consent of the other party the terms of any transaction to a third party (oth@f than the
employees, lenders, royalty owners, counsel, accountanits and other agents of the party, or prospective purchasers of all or substantiaily all of
a party’s assets or of any rights under this Contract, provided such persons shall have agreed to keep such: terms confidential) except () in
order to comply with any applicable law, order, regulation, of exchange rule, (i) to the extent necessary for the enforcement of this Contract
(iiiy to the extent necessary to implement any transaction, or (i) to the extent such informiation is deliVered to such third pary for the sole
purpose of calculating.a published index. Each party shall notify the other party of any proceeding of which it is aware which may result in
disclosure of the terms of any transaction: {other than as permitted hereunder) and use‘reasonable efforts to prevent or limit the disclosure.
The existence of this Contract is not subject to this confidentiality obligation. Subject to Section 13, the parties shall be entifled to all remedies
available at faw or in equity to'enforce, or seek refief in connection with this confidentiality obligation. The terms of any transaction hereunder
shail be kept confidential by the parties hereto for one year from the expiration of the transaction.

In the event that disclosure is required by-a governmental body or applicable law, the: party subject to 5uch reqwrement may: disciose the
material ferms of this Confract to the extent so required, but shall promptly nofify the other party, prior to disclosure, and ‘shall cooperate
{consistent with the disclosing party's legal obligations) with the other party’s efforts to obtain protective orders or similar restraints with respect
to such disclosure at the expense of the other party.

1411 The parties may agree io dispute resolution procedures in Special Prowsrons attached to the Base Contraci or in a
Transactlon Confi rmation executed in wr;tmg by both parhes

DISCLAIMER: The purposes of this Contract are to facilitate trade, avoid misurderstandings and make more definite the terms of contracts of purchase and sale of
natural gas. Further, NAESB does nof mandate the use of this Contract by any party, NAESB DISCLAIMS AND EXCLUDES, AND ANY USER OF THIS
CONTRACT ACKNOWLEDGES AND AGREES TO NAESB'S DISCLAIMER OF, ANY AND ALL WARRANTIES, CONDITIONS OR REPRESENTATIONS,
EXPRESS OR IMPLIED, ORAL OR WRITTEN, WiTH RESPECT TO THIS CONTRACT OR ANY PART THEREOF, INCLUDING ANY AND ALL IMPLIED
WARRANTIES OR CONDITIONS OF TITLE, NON-ANFRINGEMENT, MERCHANTABILITY, OR FITNESS OR SUITABILITY FOR ANY PARTICULAR
PURPOSE (WHETHER CR NOT NAESE KNOWS, HAS REASON TO KNOW, HAS BEEN ADVISED, OR IS OTHERWISE IN FACT AWARE OF ANY SUCH
PURPOSE)}, WHETHER ALLEGED TO ARISE BY LAW, BY REASON OF CUSTOM OR USAGE IN THE TRADE, CR BY COURSE OF DEALING. EACH
USER OF THIS CONTRACTY ALSO AGREES THAT UNDER NO CIRCUMSTANCES WILL NAESE BE LIABLE FOR ANY DIRECT, SPECIAL, INCIDENTAL,
EXEMPLARY, PUNITIVE OR CONSEQUENTIAL DAMAGES ARISING OUT OF ANY USE OF THIS CONTRACT.

Copyright © 2002 Naorth American Energy Standards Board, inc. NAESB Standard 6.3.1
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specified in the Base Contract.

terms of this Transaction Confirmation are binding unless disputed in writing within 2 Business Days of receipt unless otherwise

TRANSACTION CONFIRMATION EXHIBIT A
FOR IMMEDIATE DELIVERY
Letterhead/Logo Date: ,
Transaction Confirmation #:
This Transaction Canfirmation is subject to the:Base Contract between Seller and Buyer dated . The

SELLER: BUYER:

Attn: Atin;

Phone: Phone:

Fax Fax: ,

Base Contract No. Base Contract No.
Transporter: Transporter: '
Transporter Contract Number: Transporter Contract Number:

Contract Price: $_ /MMBtU or

Delvery Period: Begin:

, i ’ . End: ,

Firm ( Fixed Quantity}:
MMBtus/day
HEFP

Performance Obligation énd Contract Quantity: :(_Sel'ect Cne)

Firm (Variable Quantity):
MMBtus/day, Minimum
MMBtus/day Maximum

subject to Section 4.2, a't etection of

{sBuyeror i Seller - .

interruptible: :
Upto MMBtus/day

Delivery Point{s):

(if a pooling point is used, fist a specific geographic.and pipeline location):

Special Conditions:’

Seiler: Buyer: '

By By
Title: Title:

Date: Date:

Copyright © 2002 North American Energy Standards Board, Inc.

All Rights Reserved

Page 10 of 10

NAESE Standard 5.3.1
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for Sale and Purchase of Natural Gas dated

Special Provisions (“Special Provisions”) attached to and forming a part of that certain Base Contract

{the “Base Contract”) by and between:

(“NiSource LDC”) and

(“Counterparty”).

Capitalized terms used in these Special Provisions shall have the meanings ascribed to them in the
Base Contract. Section references in these Special Provisions refer to a Section of the General Terms
and Conditions of the Base Contract, unless stated otherwise. In the event of a conflict among the
terms of the Base Contract or the General Terms and Conditions and these Special Provisions, the
terms of these Special Provisions shall govern in priority.

SECTION 1. PURPOSES AND PROCEDURES
The following language shall be added after Section 1.1 as
Section 1.1.1;

“Purchase and sale fransactions pursuant to the terms of
this Confract may include exchanges in which the
performance obligations of each Party include both
receiving and delivering gas as specified in the effectuating
Transaction Confirmation. For purposes of an Exchange
transaction, when a parly is receiving gas, it is the Buyer
and when a Party is delivering Gas, it is the Seller under
the terms of this Contract. For purposes of Sections 2.8,
2.23, 7 and other provisions related to payment obligations
under this Contract, the party owing meney pursuant to the
terms of the Transaction Confirmation is the Buyer and the
party that is owed money pursuant to the terms of the
Transaction Confirmation is the Selier.”

Section 1.4 shall be amended as follows:

Delete the 3 and 4™ sentences and replace with the
following language:

“When the parties have selected the Oral Transaction
procedure in Section 1.2 of the Base Contract, (i) each
party consents to the recordings of is representatives’
felephone conversations with respect to the Base Contract
or any fransaction without further notice; (i) the parties
agree and recognize that in some instances purchases and
sales may be facilitated through brokers; (i} the parties
agree that all recordings between themselves, third parties
and brokers may be introduced into evidence and used to
prove a contract between the parties and the authority of
the broker to effectuate the transaction.

FURTHER, WHEN THE PARTIES HAVE SELECTED THE
ORAL TRANSACTION PROCEDURE IN SECTION 1.2 OF
THE BASE CONTRACT, BOTH PARTIES WAIVE
OBJECTIONS BASED ON THE STATUTE OF FRAUDS,
THE PAROL EVIDENCE RULE, OR SIMILAR
EVIDENTIARY RULES, TO THE INTRODUCTION OF
THE RECORDED CONVERSATIONS INTO EVIDENCE
TQO PROVE A CONTRACT OR THE AUTHQRITY OF ITS
REPRESENTATIVES (ACTUAL OR APPARENT} TO

USINAESE Special Provisions 050202 RED.doc

ENTER INTO THE  BINDING TRANSACTIONS
CONTEMPLATED HEREIN."
SECTION 2. DEFINITIONS

Section 2.11 shall be deleted in its entirety and the
following substituted in lieu thereof:

“2.11  "Credit Support Obligation(s)” shall mean any
obligation(s) io provide or establish credit support for, or on
behalf of, a party to this Contract such as an irrevocable
standby letter of credit, a margin agreement, a prepayment,
a securily interest in an asset, a guaranty, or other good
and sufficient security of a continuing nature. The issuer of
any such security and/or the guarantor must be acceptable
to the other parly at its sole discretion. The other party
agrees to act in a reasonable manner in evaluating such
issuer and/or guarantor,”

Section 2.21 shall be amended by adding the following
parenthetical to the end of the sentence: “("Dth™)".

The following Section shail be added:

2.30 “Specified Transaction” shall mean (a) any
transaction, other than transactions entered into under this
Base Contract (inciuding an agreement with respect
thereto} now existing or hereafier entered into between the
pariies to this Base Contract, which shall include, but not
be limited to, a rate swap transaction, basis swap, forward
rate transaction, commodity swap, commodity option, cap
transaction, floor transaction, collar transaction, weather
derivative, capacity release, aggregation service, gathering
service, transportation service, park and loan or other
services or fransactions provided pursuant to a regulated
tariff, an agreement for the purchase, sale or transfer of
any Commodily or any other commodity trading
transaction, or any similar transaction {including any option
with respect to any of these transactions), (b) any
combination of these transactions, or {¢) any other financial
arrangement not specified in (8) or (b) above. For this
purpose, the term “Commodity” means any tangible or
intangible commodity of any type or description (including,
without limitation, natural gas, natural gas liquids, and
bypreducts thereof).



SECTION 3. PERFORMANCE OBLIGATION

The following Janguage shall be added to the Cover
Standard in line 10 of Section 3.2 after the phrase “and no
stich replacement or saje is available” in (fi):

“or the non-breaching party elects, ai its sole
option not to replace Gas or sell Gas,”

The following Section shall be added as Section 3.5:

“In addition, for so long as non-performance is continuing,
the Performing Party may, upen one (1} Business Day
notice, suspend its performance under any or all
ransactions between the parties for the purchase and sale
of Gas.”

SECTION 7. BILLING, PAYMENT AND AUDIT

The following Sections shali be added:

7.8 Netting shall not apply to any accelerated
payment obligation under Section 7.3; provided, however,
that the party due payment under an accelerated payment
invoice may net all sums due thereunder against any
amounts payable by it when making payments under
Section 7. Notwithstanding Section 7.2 and 7.4, the Non-
Performing Party shall pay as invoiced any disputed
amounts regarding any payment reguired to be made
under Section 7.3, subject to refund of any amount
overpaid with interest at the rate provided in Section 7.5 in
the event that the dispute is resolved in favor of the Non-
Performing Party.

7.9 Notwithstanding Section 7.2, if the Non-
Performing Party fails to pay the accelerated payment
invoice within five {5) Business Days pursuant to Sectlion
7.3, then, while the non-performance is continuing, the
Non-Defaulting Party may declare an Early Termination
Date with respect to the applicable transaction in
accordance with the provisions of Section 10.3. The failure
of the Non-Defaulting Party to exercise any of the remedies
in this Section 7.9 shall not constitute a waiver of the non-
performance or any other rights or remedies of the Non-
Defaulting Parly in connection therewith.

SECTION 10.  FINANCIAL RESPONSIBILITY:

Section 10.1 shall be deleted in its entirety and the
foliowing substituted in fieu thereof:

“10.1 If either party (*X"} has reasonable grounds for
insecurity regarding the performance of any obligation
under this Contract (whether or not then due) by the other
party (Y™ (including, without limitation, the occurrence of a
material change in the creditworthiness of Y), X may
demand Adequate Assurance of Performance. "Adequate
Assurance of Performance” shall mean sufficient security in
the form, amount and for the term reasonably acceptable to
X, including, but not fimited to, a standby irrevocable letter
of credit, a prepayment, a security interest in an asset, a
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guaranty, or other acceptable forms. The issuer of any
such security and/or the guarantor must also be acceptable
to X at its sole discretion. X agrees to act in a reasonable
manner in evaluating such issuer and/or guarantor.”

Section 10.2 is amended by the addition of items (ix} and
(x} in the following manner. Delete the word “or” prior o
item (viif} and add, between the " at the end of item (vili)
and prior to the word “then”, the words “(ix) be in default
under any Specified Transaction beiween the parties; (x)
consolidate or amalgamate with, or merge with or into, or
transfer all or substantially aif of its assets to, another entity
and, at the time of such consolidation, amalgamation,
merger or transfer, the resulting, surviving or transferee
entity fails to assume all the obligations of such party under
this Base Contract to which it or its predecessor was a
party by operation of law or the resulting, surviving or
transferee entity is materially weaker from a credit
perspective as determined by the other party acting in good
faith and in a commercially reasonable manner”

SECTION 14.  MISCELLANEOUS:

Section 14.10 is hereby amended by the deletion of item
(iv} in the first sentence and the substitution of the following
therefore: “(iv) to the extent such information may be
aggregated with other information pertaining to purchases
and sales of Gas without reference to any counterparty and
furnished to such third party for the sole purpose of
calculating a published index.”

The following Sections shall be added:

14.12 EACH PARTY WAIVES, TO THE FULLEST
EXTENT PERMITTED BY APPLICABLE LAW, ANY
RIGHT 1T MAY HAVE TO A TRIAL BY JURY iN
RESPECT OF ANY SUIT, ACTION, CLAIM OR
PROCEEDING RELATING TO THIS CONTRACT.

14.13  Each party agrees that the provisions of this Base
Contract supersede and replace in their entirety any
requiremenis of law relating to adequate assurance of
future performance, including without limitation Article 2 of
the Uniform Commercial Code, as enacted in New York.
This notwithstanding, the parties acknowledge that this
Base Contract and the Special Provisions document the
terms of a contract for the sale of goods and that the
applicable provisions of Adicle I of the Uniform
Commercial Code (the “UCC") shall apply to the
Transactions set forth herein.

14.14 Each party represents that the creditworthiness of
the other party is a material consideration in entering into
this Base Contract; and (i) it has entered into this Base
Contract and shall enter into each transaction in reliance
upon its own judgment or that of its investment advisors or
other fiduciaries, (i) the other party does not and will not
hold out itself as advising, or any of the other party's
employees or agents as having the authority to advise it as
to whether or not it should enter into any transaction or as
to any subsequent actions relating thereto or orn any other
commercial matter concerned with any transaction, (iii) the



other party shall not be acting as a fiduciary with respect to
it and shall not have any responsibility or liability
whatsoever in respect of any advice or information of this
nature given or not given, or views expressed or not
expressed, by the other party or any of the other party’s
employees or agents to it or any such fiduciary, whether or
not such advice or information is given or such views are
expressed at the request of it or any such fiduciary, and (iv)
the other party shall not have any responsibility to govern
or monitor the conduct of it or any such fiduciary.

14.15. Arbitration Proceedings. Any dispute or need of
interpretation arising out of this Agreement or pertaining to
the calculation of a Net Seftlement Amount or a payment
required pursuant to Section 7 may be submitted upon
request of either Party to binding arbitration by one
arbitrator who has not previously been employed by either
Party, and does not have a direct or indirect interest in
either Party or the subject matter of the arbitration. Such
arbitrator shall either be as mufually agreed by the Parties
within thirty (30} days after written notice from either Pary
requesting arbitration, or failing agreement, shall be
selected under the expedited rules of the American
Arbitration Association {the "AAA"). Such arbitration shall
be held in alternating locations of the home offices of the
Parties, commencing with NiSource LDC's home office, or
in any other mutually agreed upon location. The rules of
the AAA shall apply to the extent not inconsistent with the
rufes herein specified. Either Party may initiate arbitration
by written notice to the other Party and the arbitration shall
be conducted according to the following: (a} [not later than
seven (7) days prior to the hearing date set by the arbitrator
each Party shall submit a brief with a single proposal for
setfiement], (b) the hearing shall be conducted on a
confidential basis without continuance or adiournment, (c)
[the arbitrator shall be limited to selecting only one of the
two proposals submitted by the Parties], {d) each Party
shall divide egually the cost of the arbitrator and the
hearing and each Parly shall be responsible for ifs own
expenses and those of its counsel and representatives and
(&) evidence concering the financial position or
organizational make-up of the Parties, any offer made or
the details of any negotiation prior to arbitration and the
cost to the Parties of their representatives and counsel
shall not be permissible.

Each Party understands that this Agreement contains an
agreement to arbifrate with respect to any dispute or need
of interpretation pertaining to the calculation of a Net
Settlement Amount or a payment required pursuant to
Section 7 of this Agreement. After sighing this Agreement,
each Party understands that it will not be able to bring a
lawsuit conceming any dispute that may arise which is
covered by this arbitration provision. Instead, each Party
agrees to submit any such dispute te an impartial arbitrator.
Any monetary award of the arbitrator may be enforced by
the Party in whose favor such monetary award is made in
any court of competent jurisdiction.
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COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE
TWENTY-SECOND SET OF INFORMATION REQUESTS FROM THE ATTORNEY
: GENERAL
D.T. E. 05-27
Date: July 13, 2005
Responsible: Joseph A. Ferro, Manager Regulatory Policy
AG-22-19 Refer to Schedule BSG/JAF-3-1, MDTE 35. Please provide a copy of the

Company’s “Supplier Service Agreement.”

Response: Please see Attachment AG-22-19 for a copy of the Supplier Service
Agreement.
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SUPPLIER SERVICE AGREEMENT
(Massachusetts)

This Agreement is made as of the ___ day of , 200_, by and
between Bay State Gas Company, a Massachusetts corporation with a principal place of
business at 300 Friberg Parkway, Westborough, Massachusetts ("Company") and

, @
, with a principal place of business at

, {("Supplier"} (Referred to
herein individually as a "Party" and collectively as the "Parties.").

1 BASIC UNDERSTANDINGS

Company operates a local gas distribution company and provides transportation
of third party gas on its distribution system. Company's Distribution and Default Service
Terms and Conditions and related rate schedules on file with, and approved from time
to time, by the Massachusetts Department of Telecommunications and Energy
(collectively, "Terms and Conditions") permit transportation customers to assign their
rights of nominating and scheduiing delivery of gas for transportation on Company's
system to a third party natural gas supplier.

Supplier seeks to nominate and schedule delivery of gas for transportation on
Company's system on behalf of one or more customers ("Aggregation Group™) being
served on Company's distribution system.

Company’s Terms and Conditions require Supplier to enter into a Supplier Service
Agreement ("Agreement”) with Company prior to the initiation of Supplier Service, as
defined therein, for the provision of such services.

Supplier represents that it has met and shall continue to meet all applicable
Company, regulatory, state, and federal requirements regarding natural gas aggregation
and transportation including, but not limited to, credit worthiness under the terms of this
Agreement and under Company's Terms and Conditions.

NOW THEREFORE, in consideration of mutual promises contained herein, the
Parties agree as follows:

II. SCOPE

Company and Supplier, pursuant to this Agreement and Company's Terms and
Conditions, agree to exchange and act on information relative to the nominating and the
scheduling of gas for transportation on behalf of the members of the Aggregation
Group. Supplier recognizes that its transportation rights under this Agreement are solely
those that have been assigned to it by the members of the Aggregation Group pursuant
to Company's Terms and Conditions.

Supplier further recognizes and agrees that Company shall have no obligation to
honor any nomination or scheduling request from Supplier that, in Company's sole
judgment, exceeds the scope of Supplier’s assigned rights or where such nominations or
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requests could be reasonably refused, directly or indirectly, based on the terms of this
Agreement or Company's Terms and Conditions.

III. TERMS AND CONDITIONS

Company's Terms and Conditions, and any and all definitions contained therein,
are incorporated herein and made a part hereof, to the extent they are applicable hereto
and not inconsistent with the provisions of this Agreement. In the event of a conflict,
the terms of this Agreement shall control.

IV. CONDITIONS PRECEDENT

The following requirements shall be conditions precedent to Company's

obligations hereunder:

e Supplier shall provide Company with all information requested in Exhibits A
and B attached hereto and incorporated herein.

o Company has confirmed Supplier's credit worthiness, and any reasonable
deposit requested by Company from Supplier has been received by Company.

« Supplier shall register and obtain the necessary certification and/or licenses
from the Massachusetts Department of Telecommunications and Energy
("MDTE") and periodically provide evidence of such to Company.

e Supplier shall provide Company with evidence satisfactory to Company that
Supplier is an approved shipper on the upstream pipelines and underground
storage facilities on which Company may assign capacity to Supplier.

s Supplier and Company have executed this Agreement.

V. SUPPLIER CERTIFICATION

Supplier swears and avers as follows:

e Supplier is not operating under any chapter of bankruptcy laws and is not
subject to liquidation or debt reduction procedures under applicable state
taws, such as an assignment for the benefit of creditors, or any information
creditors’ committee agreement.,

s Supplier is not aware of any change in business conditions, which would
cause a substantial deterioration in its financial conditions, a condition of
insolvency, or the inability to exist as an ongoing business entity.

e Supplier has no delinquent balances outstanding for services previously
provided by Company, and that Supplier has paid its account according to the
established terms and not made deductions or withheld payment for claims
not authorized by contract.

« No significant collection lawsuits or judgments are outstanding which would
materially affect Supplier's ability to remain solvent as a business entity.

» Supplier's business practices, advertising and marketing materials conform to
all applicable Massachusetts state and federal laws and regulations.

s Supplier shall promptly provide notice to Company of any material change in
its financial condition as it relates to Supplier's creditworthiness/solvency.

s Supplier shall notify Company within twenty-four (24) hours in writing upon
the occurrence of an event that in any way materially affects Supplier's ability
to perform pursuant to and in accordance with the terms of this Agreement
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including, but not limited to, suspension, revocation, limitation or non-
renewal of Supplier's certification by the MDTE.

VI. NOMINATIONS

Supplier shall communicate all nominations to Company via email. Company's
email addresses to which all nominations should be communicated are set forth in
Exhibit A, Company shall notify Supplier in writing in the event that any of the email
addresses in Exhibit A become outdated or need to be supplemented. In the event that
email is unavailable, alternative electronic means of communicating nominations may
include facsimile transmission in accordance with Exhibit A.

In the event of a discrepancy between any volume nominated by Supplier and
confirmed by Company resulting in a shortage, the discrepancy shall be allocated
between and among supplier's Aggregation Pools in the same Gas Service Area in
accordance with the Pre-Determined Aliocation Method set forth in Exhibit B attached
hereto and incorporated herein.

VII. CAPACITY ASSIGNMENTS

In accordance with Company’s Terms and Conditions, the quantity of capacity
assigned to Supplier and Supplier's Maximum Daily Peaking Quantity ("MDPQ™) may be
modified during the calendar year. Pursuant Company’s Terms and Conditions, the
guantity of each Company Managed Supply may be modified during the calendar year in
accordance with Company’s Terms and Conditions.

Pursuant to Company’s Terms and Conditions, Supplier shall provide notice to
Company of its designation of contracts to be managed by the Company for cost
mitigation purposes by the means set forth in Exhibit B.

VIII. FEES AND SERVICES

Company shall charge Supplier for any and all fees set forth and allowed by
Company's Terms and Conditions. Company may also charge Supplier fees for any
additional services agreed to by the Parties and set forth in Exhibit A. Company shall
have the right to deduct and apply any amounts owed by Supplier to Company for such
fees and services, and outstanding for more than thirty (30} days, from any amounts
collected in the normal course of business by Company on Supplier's behalf, from any
credit balance that may have accrued on Supplier's account(s) with Company, or from
any deposit Supplier may have made with Company to secure its performance and
payment for debts incurred while doing business with Company or on Company's
distribution system. Amounts subject to a good faith dispute will not be subject to
deduction.

IX. BILLING SERVICES

Pursuant to Company’s Terms and Conditions, Supplier may elect to take
Standard Complete Billing Service from Company. In such an event, the Customer shall
receive a combined bill from Company for both gas supply and related distribution
service and any other Company provided services. Such combined bill shall be
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calculated and produced by Company. Election of this service will be made by Supplier
in Exhibit B of this Agreement.

Company shall calculate, print, insert and mail combined invoices to the
Customer in accordance with Company’s normal practices for cycle billing, off-cycle
billing and budget billing, as well as the applicable provisions of Company’s Terms and
Conditions. Company will consider reasonable requests from Supplier for rate pricing
options, where such requests are provided in writing. Supplier will be responsible for
any additional processing, printing and/or programming expenses incurred by Company
that result from the implementation of such a request. Company will provide Supplier
with electronic files that report relevant account activity.

Supplier shall provide Company with a telephone number where sales and
supplier switching inquiries as well as billing inquiries may be directed (set forth in
Exhibit B). Supplier is responsible for handling customer requests to switch suppliers
and such calls will not be handied by Company, unless the Customer is returning fo
Default Service,

Company shall respond to Customer telephone inquiries related to billing and
payments and contact Customers as required to resolve/correct billing or payment
problems, Company will process transactions to resolve/correct billing problems and
generate correspondence as required to communicate billing information.
Notwithstanding any provision of this Agreement to the contrary, Company is not
offering Supplier and shall not provide or be responsible for any type of collection
activities including, but not limited to, activities normally undertaken by a collection
agency, debt collector or credit bureau as those terms are defined under applicable
federal and state law. Acting on behalf of Supplier, Company shall acquire the right to
invoice members of the Aggregation Group as soon as such members owe Supplier for
services rendered. Supplier shall not transfer to Company for collection any
overdue/aged accounts and Company has no obligation to accept such accounts, or
present aged/overdue balances to Customers. Collection of Supplier charges remains the
sole responsibility of Supplier.

Company shall provide payment processing and lock boxes for mailed payments.
Company reserves the right to offer payment options consistent with existing practices
and procedures. Partial payments will be applied first to any outstanding charges
relating to Company Distribution Service, and second to the most overdue Supplier
charges associated with the Customer. If a Customer pays Company more than the full
amount billed, Company shall apply any overpayment to the Distribution Service
account. Company reserves the right to enter into payment arrangements with
Customers, which may or may not include Supplier charges.

Supplier shall provide timely and accurate information to Company regarding
Customers, rates and any other information necessary for Company to perform
hereunder, including but not limited to information concerning a Customer’s filing of
bankruptcy or Supplier's pursuit of collection activities. Additional processing runs
caused by Supplier’s failure to provide adequate information will be performed at
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Supplier's sole expense. Supplier agrees that services rendered by Company shall not
relieve Supplier from any obligation to maintain records or otherwise comply with
applicable laws. Supplier agrees that it will maintain backup data and files for all
information provided to Company as protection against any loss of such information.

Suppliers not electing the Standard Complete Billing Service will receive the
Standard Passthrough Billing Service as defined in the Terms and Conditions.

X. BILLING, PAYMENT AND DEPOSITS

Bills, fees and charges for services provided and issued by Company, including,
but not limited to, monthly cashouts, monthly imbalance charges, daily imbalance
charges, and any other applicable charges approved by the Terms and Conditions or set
forth in this Agreement, shall be rendered to Supplier on a monthly basis and shall be
due upon receipt of said bill, unless otherwise specified in Exhibit A. In addition to any
other right or remedy available to Company, Supplier's failure to make payment within
ten (10) days of the posting date on the bill shall result in the addition of interest on any
unpaid balance calculated at the maximum monthly rate allowable in Company's Terms
and Conditions. Interest shall accrue commencing from the date said bill was posted.
The posting date is the date the bill is transmitted to Supplier.

Company shall have the right to deduct, apply and withhold any amounts owed
by Supplier to Company for such services, and outstanding for more than thirty (30)
days, from any amounts held or accrued in the normal course of business by Company
on Supplier's behalf,

At the request of Company, at any time during the term of this Agreement,
Supplier shall, upon ten (10) days written notice from Company, provide a deposit equal
to a dollar amount representing the greater of Supplier's average of two (2) months’
historic billing with Company or the amount of any security deposit required under
Company's Terms and Conditions. A deposit shall be payable in cash or certified check.
All deposits shall accrue interest in accordance with Company's Terms and Conditions
{hereinafter called "Interest Payment"). Such deposit shall be returned to Customer
within thirty (30) days of the expiration or termination of this Agreement, provided that
Supplier is not in default under this Agreement. Any such deposit may be required and
held by Company for the entire term of this Agreement, regardless of Supplier's
payment history. Company may deduct or set-off and apply all or any portion of the
deposit when any amount payable by Supplier under this Agreement has not been paid
when due. Such deduction or set-off may be made without notice or demand of any
kind and Company may in its sole discretion apply such deposit against any amount then
due and payable. In the event Company applies all or any portion of such deposit,
Supplier shall deposit such sums as are necessary to replenish the security deposit to its
maximum amount, within ten (10) days of notice of such application.

To secure the prompt payment and performance when due of any and all current
or future obligations, indebtedness and liabilities, whether financial or otherwise,
contingent or noncontingent, matured or unmatured, or liquidated or unliquidated,
which Supplier owes to Company or any of its affiliates (collectively "Obligations™),
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Supplier grants to Company a continuing security interest in any interest of Supplier in
any and all gas which Supplier now or in the future may own, control or have any right
or interest in and which now is or in the future may be in the possession of Company in
its gas distribution system or otherwise, together with any and all products and
proceeds of the foregoing {collectively "Collateral™). Supplier covenants that it will
execute and deliver any documents requested by Company in order to evidence or
perfect Company's security interest in Collateral and otherwise cooperate with respect to
any proceeding that may affect rights of Company hereunder.

Supplier acknowledges and agrees that Company hereby exercises any right
which it may have under any applicable tariff or state or federal statute to impose a lien
on any and all Collateral in Company’s system to secure repayment of Obligations
related to such Collateral or related to gas theretofore shipped by Supplier on
Company’s system and delivered on behalf of Supplier. Supplier acknowledges and
agrees that all of its shipments of gas on Company’s system pursuant to this Agreement,
and all Obligations, security deposits and other adequate assurance provided to
Company by Supplier related to such shipments are part of a single, continuing
transaction with Company. Subject to any law governing the liens asserted by Company
hereunder, Company may dispose of Collateral by public or private sale to retail or
wholesale purchasers and may itself acquire same through any such sale. Company
agrees to provide Supplier reasonable notice of such sale but in no event shall it be
required to give more than ten (10) days notice.

The Parties agree to cooperate and provide each other with necessary
documentation relating to any transactions resuiting hereunder, including but not limited
to, applicable sales or other tax exemption forms. The Parties agree that Supplier's
failure to remit payment of any amount due under this Agreement shall constitute a
material breach of this Agreement.

XI. TERM AND TERMINATION

This Agreement shall become effective on the date hereof ("Effective Date") and
shali continue in full force and effect from month to month. Supplier acknowledges and
agrees that Company is obligated to commence services pursuant to this Agreement
only upon full satisfaction, or Company's express written waiver, of the Conditions
Precedent set forth in Section IV of this Agreement. This Agreement may be terminated
by either party by written notice given no less than thirty (30) days prior to the desired
termination date, or unless otherwise agreed by the Parties. Notwithstanding the
foregoing, the Supplier agrees to abide by all terms of this Agreement until any
transactions that are outstanding at the time of termination are completed, including,
but not limited to, the payment by Supplier to Company of any and all outstanding
balances. :

Any party, by written notice to the other party ("Breaching Party") may terminate
this Agreement, in whole or in part, with respect to such Breaching Party, or suspend
further performance without terminating this Agreement upon the occurrence of any of
the following: (a) the Breaching Party terminates or suspends doing business; (b) the
Breaching Party becomes subject to any bankruptcy or insolvency proceeding under
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federal or state law, becomes insolvent, becomes subject to direct control of a
transferee, receiver or similar authority, or makes an assignment for the benefit of
creditors; or (¢) the Breaching Party commits a material breach of any of its obligations
under this Agreement or the Terms and Conditions including, but not limited to,
payment of any amounts due.

The enumeration of the foregoing remedies shall not be deemed a waiver of any
other remedies to which either party is entitled in law or equity.

XII. NONDISCLOSURE

Neither Party may disclose any Confidential Information obtained pursuant to
this Agreement to any third party, including affiliates of such Party, without the express
prior written consent of the other party. As used herein, the term “Confidential
Information” shall include, but not be limited to, all business, financial, and commercial
information pertaining to the Parties, Customers of either or both Parties, Suppliers for
either Party, persannel of either Party; any trade secrets; and other information of a
similar nature; whether written or in intangible form that is marked proprietary or
confidential with the appropriate owner’s name.

Confidential Information shall not include information known to either Party prior
to obtaining the same from the other Party, information in the public domain, or
information obtained by a Party from a third party who did not, directly or indirectly,
receive the same from the other Party to this Agreement or from a Party who was under
an obligation of confidentiality to the other Party to this Agreement, or information
developed by either Party independent of any Confidential Information. The receiving
Party shall use the higher of the standard of care that the receiving Party uses to
preserve its own Confidential Information or a reasonable standard of care to prevent
unauthorized use or disclosure of such Confidential Information. Each receiving Party
shall, upon termination of this Agreement or at any time upon the request of the
disclosing Party, promptly return or destroy all Confidential Information of the disclosing
Party then in its possession.

Notwithstanding the preceding, Confidential Information may be disclosed to any
governmental, judicial or regulatory authority requiring such Confidential Information
pursuant to any applicable law, regulation, ruling, or order, provided that: (a) such
Confidential Information is submitted under any applicable provision, if any, for
confidential treatment by such governmental, judicial or regulatory authority; and (b)
prior to such disclosure, the other Party is given prompt notice of the disclosure
requirement so that it may take whatever action it deems appropriate, including
intervention in any proceeding and the seeking of any injunction to prohibit such
disclosure. In addition, nothing in this Agreement shall prohibit Company from
communicating to its customers and prospective customers information regarding
Supplier's approval to do business on Company's distribution system. Obligations under
this Section XII shall survive the termination or expiration of this Agreement.

XIII. INDEMNIFICATION AND LIMITATION OF LIABILITY
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Supplier agrees that it shall indemnify, defend and hold harmless Company with
respect to any claim, suit, damages or costs of any kind arising from any action or
inaction of Company in reliance upon the nominations, scheduling instructions or other
communications from Supplier or from a member of the Aggregation Group. The Parties
agree that reliance on such instructions and communications shall be deemed
reasonable and shall not constitute negligence. To the fullest extent allowed by law, the
parties agree that the Company shall not, except to the extent of its own gross
negligence, or intentional misconduct, be liable to the Supplier or any party claiming
through it for any loss or damages by reason of any work or services including, but not
limited to, transportation of gas or other services performed or undertaken to be
performed, under this Agreement. To the fullest extent allowed by law, the Parties
agree that Company shall not be liable to Supplier or any party claiming through
Supplier, for special, consequential, exemplary, indirect, incidental, punitive damages or
lost profits. The provisions of this Section XIII shall survive the termination or expiration
of this Agreement.

X1V. DISPUTE RESOLUTION

Disputes hereunder shall be reduced to writing and referred to the Parties’
representatives for resolution. The Parties representatives shall meet and make all
reasonable efforts to resolve the dispute. Pending resolution, the Parties shall continue
to fulfill their obligations under this Agreement in good faith, unless this Agreement has
been suspended or terminated. If the Parties fail to resolve the dispute within thirty (30)
days, they may mutually agree to pursue mediation or arbitration to resolve such issues.

The interpretation and performance of this Agreement shall be in accordance
with and controlled by the laws of the Commonwealth of Massachusetts, without regard
to the doctrines governing choice of law. All disputes arising hereunder shall be brought
and heard either before the MDTE or in the state courts of the Commonwealth of
Massachusetts.

The Company's compliance with the order or finding of any governmental agency
or court properly exercising jurisdiction over this Agreement or the services rendered
hereunder shall not constitute a breach of this Agreement.

XV. NOTICES

Except as otherwise provided herein, any notices given under this Agreement
shall be in writing and shall be delivered to the addresses set forth below, by hand or
sent by (i) certified mail, return receipt requested, first class postage prepaid, (ii)
telecopy, or (iii) nationally recognized courier service. Notices, given hereunder shall be
deemed to have been given upon receipt or any refusal to accept; telecopied notices
shall be deemed to have been given upon confirmation of their receipt.

If to Company: LDC:
Attention:
Address:
Address:
Phone:
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Fax:

If to Supplier: Supplier:
Attention:
Address:
Address:
Phone:
Fax:

XVI. SUCCESSORS AND ASSIGNS

Any entity which shall succeed by purchase, merger or consolidation to the
assets, substantially or as an entity, of either Party hereto shall be entitled to the rights
and shall be subject to the obligations of its predecessor in interest under this
Agreement. Company may, without relieving itself of its obligations under this
Agreement, assign any of its rights hereunder to an entity with which it is affiliated, but
otherwise no assignment of this Agreement or any of the rights or obligations hereunder
shall be made unless there first shall have been obtained the written consent of the
other Party. It is agreed, however, that the restrictions on assignment contained herein
shall not in any way prevent either Party from pledging or mortgaging its rights
hereunder as security for its indebtedness.

XVII. OTHER IMPORTANT PROVISIONS

No waiver by any Party of any one or more defaults by the other in the
performance of any provision of this Agreement shall operate or be construed as a
waiver of any other present or future default or defauits, whether of a like or of a
different character. No delay by either party in enforcing any of its rights hereunder shall
be deemed a waiver of such rights.

Company shall render service and shall perform hereunder through utilization of
existing facilities, licenses and authorizations. Nothing in this Agreement shall be
construed as requiting Company to acquire or obtain additional facilities, licenses or
authorizations. Any activity hereunder which requires any additional licenses, facilities
or authorizations may be discontinued by Company and such discontinuance shall not
constitute a breach of this Agreement,

Unless otherwise provided herein, no modification of, or supplement to, the
terms and provisions stated in this Agreement shall be or become effective without the
written consent of both Parties.

Supplier waives any and all rights to contest any motion by Company for relief
from the automatic stay provided for under federal bankruptey law or under any similar
provision of any state law.

Supplier shall not obtain any right or interest in any hardware or software or
information used by Company to provide any service to Supplier hereunder.
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For the purpose of carrying out the provisions and exercising the rights, powers
and privileges granted by Company’s Terms and Conditions and/or this Agreement, to
the fullest extent authorized by law, effective upon the breach of this Agreement by
Supplier, Supplier hereby irrevocably constitutes and appoints Company its true and
lawful attorney-in-fact, with full power of substitution, to execute, acknowledge and
deliver any instruments or financing statement and do and perform any acts that are
referred to herein in the name and behalf of Supplier. The power vested in said
attorney-in-fact is, and shall be deemed to be, coupled with an interest and cannot be
revoked.

This Agreement, all Exhibits and attachments hereto and all documents
referenced herein, constitute the entire agreement between the Parties pertaining to the
subject matter hereof. The language contained in Section I, Basic Understandings, is
incorporated herein and shall have the same legal significance as any other language in
this Agreement.

In the event any provision of this Agreement is deemed invalid or unenforceable
in a forum of competent jurisdiction, the Agreement shall be construed as though such
provision does not appear, and the Agreement shall be otherwise fully enforceable.
Headings contained in this Agreement are for convenience only and shall not be
construed to define or limit any terms herein, or otherwise affect the meaning or
interpretation of this Agreement. This Agreement shall not be interpreted either more
or less favorably towards any Party by virtue of the fact that such Party or its counsel
was responsible or principally responsible for the drafting of all or a portion hereof.

IN WITNESS WHEREOCF, the Parties hereto have executed this Agreement as of the day
first herein above written.
COMPANY:

By:

Title:

Date:

SUPPLIER:

By:

Title:

Date:

10
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STATE OF
COUNTY OF , SS. , 2000
Personally appeared the above-named (title), of

(Company), as aforesaid, who swore that he/she has the
authority to execute the foregoing instrument and that such execution was
his/her free act and deed in his/her said capacity and the free act and deed of
said entity.

Before me:

Notary Public:

Date:

My Commission Expires:

STATE OF
COUNTY OF , SS. , 2000
Personally appeared the above-named (title), of

(Supplier), as aforesaid, who swore that he/she has the
authority to execute the foregoing instrument and that such execution was
his/her free act and deed in his/her said capacity and the free act and deed of
said entity.

Before me:

Notary Public:

Date:

My Commission Expires:

11
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EXHIBIT A

CONDITIONS PRECEDENT
o Completed supplier application

NOMINATIONS
s All nominations should be emailed to each of the following individuals:
¢ Candy Burdick - ¢cburdick@bgc.com
e Maureen Corbeille - mcorbeille@bgc.com
¢ Norma Porro - nporro@bge.com
¢ Maureen Mugaverc - mmugavero@bgc.com

e In the event that emall is unavailable, nominations should be submitted to Company
via facsimile, using the following phone numbers:
e Ludlow Nominations - (413) 583-8349
e Transportation Services - (508) 870-2294

ADDITICNAL FEES AND SERVICES

BILLING AND PAYMENT
+ Supplier payments should be wired to Company at:

Bay State Gas Company
Fleet Bank

ABA # 011000390
Account No. 525-68631

12
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EXHIBIT B
Company's Terms and Conditions defines PreDetermined Allocation Method
as: Instructions from the Supplier to the Company for the allocation of discrepancies in
confirmed nominations among the Suppiier’s Aggregation Pools and/or Customers as set
forth in the Supplier’s Service Agreement.

Supplier instructs Company to allocate any such discrepancies as follows:

If Supplier does not establish a Predetermined Allocation Method herein, Company will
allocate any such discrepancy on a pro rata basis.

For example:

+ Supplier has both a daily-metered and non-daily metered Aggregation Pool in
Company's Brockton Gas Service Area.

¢ On a given day, Supplier nominates 1000 DT for its daily-metered pool and 500 DT
for its non-daily metered pool.

s A pipeline cut of 300 DT is confirmed.

s Since of the total amount nominated by Supplier for the day (1,500 DT), 67% of it
was intended for its daily-metered pool (1,000 DT of the 1,500 DT total), 67% of the
cut would be allocated to the daily metered pool {200 DT) and 33% of the cut (100
DT) would be allocated to the non-daily metered pool since 33% of the total amount
nominated for the day (500 DT of the 1,500 DT total).

e Accordingly, 800 DT would be allocated as confirmed for the daily-metered pool and
400 DT would be allocated as confirmed for the non-daily metered pool.

Capacity Mitigation Service
Capacity Mitigation Service is available to Suppliers that have been assigned
capacity pursuant to the Terms and Conditions.

The Supplier designates the following contracts that would otherwise be released to the
Supplier pursuant to the Terms and Conditions, as contracts to be managed by the
Company for cost mitigation in accordance with the Company’s Capacity Mitigation
Service. Such designation will be effective for the period November 1 through October
31. Notification of renewal of this service must be provided by October 25" of each
calendar year. The Supplier shall receive a credit on its bill for Capacity Mitigation
Service egual to the pro-rata share of the proceeds earned from the marketing of such
capacity contracts, less 15 percent, which will be retained by the Company in exchange
for such contract management. Such credit shall be determined on a contract-specific

13
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basis at the end of each Month, and will be included in the bill sent to the Supplier in the
following Month.

Contracts eligible for Capacity Mitigation service:

Election of Billing Option:
Supplier elects one of the following billing options for all customers:
O Standard Complete Billing Service

O Standard Passthrough Billing Service

Suppliers not electing the Standard Complete Billing Service will receive the
Standard Passthrough Billing Service as defined in the Terms and Conditions.

Supplier telephone number for billing related questions:

Supplier telephone number for sales and supplier switching inquiries:

14



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE
TWENTY-SIXTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY
GENERAL
D.T.E. 0527

Date: July 13, 2005

Responsible: Joseph A. Ferro, Manager, Regulatory Policy

AG-26-1 Please rewrite the ABRAM tariff without the SIR provisions. In other
words, provide an ABRAM tariff that the Company would have proposed if
it had not also proposed the SIR mechanism. Include a ¢lean and
redlined copy.

Response: Please see Attachment AG-26-1(A) and Attachment AG-26-1(B) which
are the respective clean and redlined tariff sheets.
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BAY STATE GAS COMPANY M.D.T.E. No. 63
Page 1 of 15

ANNUAL BASE RATE ADJUSTMENT MECHANISM

Seetion

1.0 Purpose

2.0  Effective Date

3.0 Applicability

4.0 Definitions

5.0  Annual Base Rate Adjustment Formula

6.0  Determination of Initial Base Rates

7.0 Calculation of PBR Annual Rate Adjustment

8.0  Calculation of Energy Efficiency Adjustment Factor
9.0  Reporting Requirements

10.0  Currently Effective Rate Adjustment Table

1.0 Purpose

The purpose of the Annual Base Rate Adjustment Mechanism (“ABRAM?”) is to establish
procedures that allow Bay State Gas Company ("Bay State” or the "Company") subject to the
jurisdiction of the Department of Telecommunications and Energy ("Department") to adjust, on
an annual basis, its base rates for firm gas sales and firm transportation service pursuant to the
Company’s Performance Based Rate (“PBR”) program and to reflect the annualized impact of
energy efficiency savings (“EES™). The PBR program encompasses a price cap rate indexing
mechanism, as well as earnings sharing above and below established thresholds and recovery of
exogenous costs. EES are the therm savings attributable to the installation of demand-side
management (“DSM”) measures pursuant to the Company’s DSM programs as approved by the
Department from time-to-time.

Issued by:  Stephen H. Bryant Issued On: April 27, 2005
President Effective: June 1, 2005
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BAY STATE GAS COMPANY M.D.T.E. No. 63
Page 2 of 15

ANNUAL BASE RATE ADJUSTMENT MECHANISM

2.0 Effective Date

The ABRAM shall be effective June 1, 2005 and shall continue subject to the terms of the PBR
mechanism set forth below. The initial rates established in accordance with Section 6.0 shall
remain in effect until October 31, 2006. Subsequent base rate adjustments shall occur so long as
either the PBR mechanism remains effective or EES continue to be realized. In the event that
both the PBR mechanism is terminated and EES are no longer realized, the Company’s base rates,
as adjusted pursuant to the ABRAM, shall remain in effect until modified by the Department
pursuant to a subsequent base rate proceeding.

2.1 Term of PBR Base Rate Adiustment Mechanism

The PBR Base Rate Adjustment mechanism shall continue for a term of five years through
October 31, 2010. No further adjustment to the PBR component of the ABRAM shall
occur after the completion of the five-year term ending October 31, 2010.

3.0 Applicability

This mechanism shall apply an adjustment to the base rates of each of the Company’s firm sales
and firm transportation Rate Schedules, subject to the jurisdiction of the Department, as
determined in accordance with the provisions of this mechanism. Such ABRAM shall be
determined annually by the Company as defined below, subject to review and approval by the
Department as provided for in this mechanism.

4.0 Definitions

The following definitions shall apply throughout the provisions of the ABRAM tarift.

Issued by:  Stephen H. Bryant Issued On: April 27, 2005
President Effective: June 1, 2005
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BAY STATE GAS COMPANY M.D.T.E. No. 63

Page 3 of 15

(D

@
()
4
(3
(6)
)
®

&)

ANNUAL BASE RATE ADJUSTMENT MECHANISM

Base Rate Element is any customer, volumetric or demand charge reflected in the
Company’s Rate Schedules that recovers a portion of the Company’s base revenue
requirement as established by the Department in its most recent base rate case.

Base Rates are the compilation of Base Rate Elements for all of the Company’s Rate
Schedules

Calendar Year is the annual period beginning on January 1% and ending on December
31

Customer Class 1s the group of customers all taking service pursuant to the same Rate
Schedule.

Energy Efficiency Savings shall be the annualized therm savings attributable to
energy efficiency measures installed during the Calendar Year.

Off-peak Period is the continuous period from May 1¥ through October 31%,

PBR Adjusted Base Rate is the base rate in effect for the Prior Year plus the rate
change calculated through the application of the PBR Price Cap Formula to the base
rates in effect for the Prior Year.

PBR Price Cap Formula is the mathematical expression set forth in Section 7.3 used
to calculate the percentage change in Base Rates for the Rate Year.

Peak Period is the continuous period from November 1% through April 30™,

(10} Prior Year is the annual period ending imumediately prior to the Rate Year.

(11) Rate Year is the annual period that the adjusted base rates shall be effective beginning

on November 1%

Issued by:  Stephen H. Bryant Issued On: April 27, 2005

President Effective: June 1, 2005
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BAY STATE GAS COMPANY M.D.T.E. No. 63
Page 4 of 15

ANNUAL BASE RATE ADJUSTMENT MECHANISM

5.0 Annual Base Rate Adiustme_nt Formula

The annual base rate adjustment formula shall be applied for each Base Rate Element of each
Rate Schedule and shall be calculated in accordance with the following formula:

BRI = BRT| x (1 +PBR_CAPT® Yx (1 +EE_ADIT®)

Where:
BRI’ The Base Rate Element e applicable to Rate Schedule » for the Rate Year
BR Thé Base Rate Element ¢ applicable to Rate Schedule » for the Prior Year

PBR_CAP7® The percentage change for Base Rate Element e applicable to Rate Schedule 7
for the Rate Year calculated pursuant to the Company’s PBR Program.

EE_ADJ}® The Energy Efficiency Adjustment Percentage for Base Rate Element e
applicable to Rate Schedule » for the Rate Year

6.6 DPetermination of Initial Base Rates

The initial base rates shall be those established by the Department in Docket No. D.T.E. 05-27.
The initial base rates shall be set forth in Column (F) of the Currently Effective Rate Adjustment
Table contained in Section 10.0 to be effective through October 31, 2006. The first ABRAM
change to the initial base rates shall be effective November 1, 2006.

Issued by:  Stephen H. Bryant Issued On: April 27, 2005
President Effective: June 1, 2005
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BAY STATE GAS COMPANY M.D.T.E. No. 63
Page 5 of 15

ANNUAL BASE RATE ADJUSTMENT MECHANISM

7.0 Calculation of PBR Annual Rate Adjustment

7.1 Descrintion of PBR Program

The Company’s PBR program replaces traditional cost of service ratemaking with an
incentive-based mechanism. The PBR program includes price cap, earnings sharing and
exogenous components. The price cap component limits the change in base rates to the
rate of input price inflation representative of the gas distribution industry less offsets for
productivity and a consumer dividend. The eamings sharing component provides for
sharing of earnings that are outside symmetrical bands above and below Bay State’s
authorized Return on Equity. The exogenous cost component allows the Company to
reflect costs or credits in the PBR mechanism that derive from unanticipated events that
are beyond Bay State’s direct control.

7.2 Definitions

{1)  Average Unit Price shall be the price per therm calculated by dividing the
total base revenues for the Customer Class for the Prior Year by the
normalized annual throughput for the class for the Prior Year.

(2) Basis Point shall be one one-hundredth of a percentage point,

(3) Consumer Dividend is the benefit to consumers of future productivity gains
attributable to performance-based ratemaking for Bay State’s services as
established by the Department in D.T.E. 05-27.

(4) Earnings Sharing Bandwidth is the percentage range equal to 400 Basis
Points below the percentage Return on Equity authorized by the Department
to 400 Basis Points above the percentage Return on Equity authorized by the
Department.

Issued by:  Stephen H. Bryant Issued On: April 27, 2005
President Effective: June [, 2005
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BAY STATE GAS COMPANY M.D.T.E. No. 63

Page 6 of 15
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ANNUAL BASE RATE ADJUSTMENT MECHANISM

Exogenous Events are occurrences that have a material and disproportionate
impact on Bay State that are beyond the Company’s control and are not
otherwise reflected in the PBR formula.

Input Price Trend is the measure of change in the prices for all inputs used
to provide regulated gas distribution services.

Productivity Trend is the measure of change in productivity associated with

providing regulated gas distribution services.

Return on Equity 1s the allowed rate of return on equity as established in
D.T.E. 05-27.

X Factor is the productivity growth index as established by the Department in
D.T.E. 05-27.

(10) Z Factor is the sum of the cost impacts of material Exogenous Events.

7.3 PBR Price Cap Adjustment Formula
- (Zrey + ESMggy)
PBR_CAPt = (GDPPIp; — X) + BASE REV1,

and:

el e=f

BASE REVy = ZZ BR;’_L} x BD™

=l e=1

Issued by:  Stephen H. Bryant Issued On: April 27, 2005
President Effective: June 1, 2005




Bay State Gas Company
D.T. 05-27
Attachment AG-28-1(A)

BAY STATE GAS COMPANY M.D.T.E. No. 63

Page 7 of 15

ANNUAL BASE RATE ADJUSTMENT MECHANISM

and:

X =TFPTgpius + IPTeprys + CD

Where:
PBR CAPr

GDPPI

ZREv
ESMgev

BASE REV7.

The percentage change in the Average Unit Price for all Rate Schedules
pursuant to Bay State’s PBR Program.

The average annual percentage change in the United States Gross
Domestic Product Price Inflation for the four most recent quarterly
reporting periods as of the second quarter of the Calendar Year as
published by the United States Department of Commerce.

The productivity or X Factor, which shall be the sum of the Productivity
Trend differential, Input Price Trend differential, and the Consumer
Dividend, as established by the Department in D.T.E. 05-27.

The sum of cost impacts of all Exogenous Events, positive or negative,
as provided for in Section 7.5.

The earnings to be shared with customers under the mechanism specified

in Section 7.7.

The base revenues calculated by multiplying each Base Rate Element
shown in Column (B) of the Currently Effective Rate Adjustment Table
in Section 10 for each Company Rate Schedule, by the corresponding
weather-normalized billing determinants for the most recent Calendar
Year.

The total number of firm Rate Schedules to which the ABRAM is
applicable.
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J | The total number of Base Rate Elements for Rate Schedule n.

BR™® The Base Rate Element ¢ shown in Column (B) of the Currently
Effective Rate Adjustment Table for Rate Schedule n.

BD™¢ The most recent Calendar Year weather-normalized billing determinants
corresponding to Base Rate Element e applicable to Rate Schedule 7.

TPTanrus The total Productivity Trend differential between the gas distribution
industry in the Northeast and the overall United States economy as
approved by the Department in D.T.E. 05-27.

IPTeonus The total Input Price Trend differential between the gas distribution
industry in the Northeast and the overall United States economy, as
approved by the Department in D.T.E. 05-27.

Cb The Consumer Dividend, as approved by the Department in D.TE. 05~
27.

7.4  PBR Annual Rate Adjustment

The Company may apply a non-uniform percentage change to each Base Rate Element of
each firm Rate Schedule so long as the change in the Average Unit Price for the
Customer Class is equal to the PBR Price Cap Adjustment. For purposes of calculating
the Average Unit Price, the Company shall employ the weather-normalized billing
determinants for the previous Calendar Year. The maximum percentage change to any
individual Base Rate Element pursuant to the PBR mechanism shall be sum of the PBR
Price Cap Adjustment and the X Factor.

7.5  Exogencus Events

The costs and/or cost reductions associated with unforeseen Exogenous Events that are

Issued by:  Stephen H. Bryant Issued On: April 27, 2005

President Effective: June 1, 2005
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beyond Bay State’s control that occurred during the most recent Calendar Year and that
are not reflected in the elements of the PBR price cap formula may be included in the
PBR mechanism through the Z Factor. Examples of Exogenous Events are changes in
tax laws that uniquely affect the local gas distribution industry, changes in accounting
rules that uniquely affect the local gas distribution industry, and regulatory, legislative or
judicial actions that uniquely affect the local gas distribution industry, Only material
Exogenous Events, i.e. with cost impacts in excess of $600,000 positive or negative, shall
be reflected in the Z Factor. The eligibility of the cost impacts of Exogenous Events for
inclusion in the Z Factor shall be reviewed by the Department.

7.6 Revenue Exclusions

Base Rate revenue requirement items that are recovered through separate tracking
mechanisms shall be excluded from the price indexing formula. The Company’s Pension
and Benefit Costs recovered through the Local Distribution Adjustment Clause shall be
excluded from the PBR program.

7.7  Earnings Sharing

An Farnings Sharing component of the PBR program provides the Company and its
Customers with protections in the event that the productivities achieved under the
proposed program deviate materially from those anticipated and reflected in the PBR
Price Cap Formula. In the event that the Company’s actual Return on Equity for any
annual period beginning January 1% of the years 2006 through the term of the PBR
program is outside of the Earnings Sharing Bandwidth, the difference between actual
garnings and earnings calculated at the authorized Return on Equity shall be shared 75%
to the Company and 25% to Customers. There shall be no earnings sharing when the
Company’s actual Return on Equity falls within the Earnings Sharing Bandwidth. The
Company’s net income and year-ending common equity balances as reported in its annual

Issued by:  Stephen H. Bryant Issued On: April 27, 2005
President Effective; June 1, 2003
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report to the Department shall be used to calculate the level of earnings sharing.

7.8 Information to be Filed with the Department

On or before June 1% of each year, the Company shall file information and supporting
schedules with the Department necessary for the Department to review and approve the
PBR Base Rate Adjustment to be included in the ABRAM for the subsequent Rate Year.
Such information shall include the results of the calculation of the PBR Price Cap
Adjustment Formula, descriptions and accounting of any Exogenous Events, and an
earnings sharing calculation.

Calculation of Energy Efficiency Adjustment Factor

8.1  Applicability

The volumetric rates for firm Customer Classes that participate in the Company’s energy
efficiency programs shall be further adjusted to reflect the annualized impact of energy
efficiency programs on the therm gas use of firm Customer Classes for the previous
Calendar Year. The adjustment shall be calculated on a percentage basis for each Base
Rate Element.

8.2 Determination of Enerey Efficiency Savings

The Company shall calculate the therm gas use impact of the energy efficiency measures
installed during the previous Calendar Year. The therm savings shall be annualized to
reflect a full year’s impact. The annualized therm savings shall be broken down by
Customer Class and further disaggregated by Peak Period and Off-peak Period and by
head and tail block, where applicable.

Issued by:  Stephen H. Bryant Issued On: April 27, 2005
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8.3 Energy Efficiency Adjustment Facter Formula

BDH,@
EE_ADIY® = — o — |

Where:

EE_ADIJT® The Energy Efficiency Adjustment Percentage for Base Rate Element ¢
applicable to Rate Schedule n for the Rate Year

BD"* "The most recent Calendar Year weather-normalized billing
determinants corresponding to Base Rate Element e applicable to Rate
Schedule n.

EE™¢ The annualized Energy Efficiency savings for the most recent Calendar

Year associated with Base Rate Element e applicable to Rate Schedule n,

8.4 Information to be Filed with the Department

On or before June 1% of each year, the Company shall file information and supporting
schedules with the Department necessary for the Department to review and approve the
Energy Efficiency Adjustment to be included in the ABRAM for the subsequent Rate
Year. Such information shall include a description of the energy efficiency measures
installed and associated therm savings by Rate Schedule,

9.0 Information Reguired to be Filed with the Department

Issued by:  Stephen H. Bryant Issued On: April 27, 2005
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Information pertaining to all of the components of the Annual Base Rate Adjustment
Mechanism is fo be filed with the Department as specified in Sections 7 and 8. In
addition, the Company shall file revised tariff sheets reflecting the impact of applying the
base rate changes provided for herein.

Issued by:  Stephen H. Bryant Issued On: April 27, 2005
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16.0 Currently Effective Rate Adjustment Table

Previously
Effective Rates Currently Effective Rates
PBR
Customer Class PBR ADJ Adjusted Energy TOTAL Base
And Charge Base Rate Yo Base Rafe Eff. % Rate
Note |/ Note 2/ (1+B)} * {C) Note 3/ (DIx(1+E)
) (B) (©) D) () (F)

R-1

Customer Charge $i166 ) TBD TBD TBD ST CH R0

Peak 0-12 therms (.2393 1 TBD TBD TBD ShE D ).9393:

Peak 12+ therms 0.1928 1 TBD TBD TBRD LD 928

Off-Peak 0-10 therms 02393 | TBD TBD TBD S G 2303

Off-Peak 10+ therms 0.1928 y TBD BD TBD Sl U 928
R-2

Customer Charge $625 | TBD TBD 1BD

Peak 01158 | TBD TBD TBD

Off-Peak 0.1158 ) TBD TBD TBD
R-3

Customer Charge $1210 1 TBD TBD TBD

Peak 0-1235 therms 0.3183 TBD TBD TBD

Peak 90+ therms £.2224 ) TBD TBD TBD

Off-Peak 0-125 therms 0.3183 TBD TBD TBD

Off-Peak 30+ therms 0.2224 TBD TBD TBD
R-4

Customer Charge $6.251 T1BD TBD TBD

Peak 6.0708 | TBD TBD TBD

Off-Peak 0.0708 TBD TBD TBD

Per Light per Month $2.58 | TBD TBD TBD $2.58
G40

issued by:  Stephen H. Bryant Issued On: April 27, 2005

President Effective: June 1, 2005




Bay State Gas Company
D.T. 05-27
Attachment AG-26-1{A)

BAY STATE GAS COMPANY M.ILT.E. Ne. 63

Page 14 of 15

ANNUAL BASE RATE ADJUSTMENT MECHANISM

Previously
Effective Rates Currently Effective Rates
PBR
Customer Class PBR ADJ Adjusted Energy TOTAL Base
And Charge Base Rate Yo Base Rate Eff. % Rate
Note 1/ Nate 2/ (1+B} * (C) Note 3/ Dyx (i +E)
@A) (B) © ) (E) ()
Customer Charge $16.00 TBD TBD TBD EESEEDRERRRES. ¥ 143111
Peak 0.3090 ] TBD TBD TBD S ) 3090
Off-Peak 0.3090 ¢ TBD TBD TBD +0.3090°
G-50
Customer Charge $19.60 TBD TBD TBD
Peak 028187 TBD TBD TBD
Off-Peak 0.2818 ¢ TBD TBD TBD
G-41
Customer Charge $65.00 | TBD 8D TBRD
Peak 0.1920 4 TBD TBD TBD
Off-Peak 0.1216 1 TBD TBD TRD
G-51
Customer Charge $65.00 TBD TBD TBD
Peak 0.1774 ¢ TBD TBD TBD
Off-Peak 00826 TBD TBD TBD
G-42 i
Customer Charge $213.00f TBD TBD TBRD o 21300
Peak 017941 TBD TBD TBD S0ATe40
Off-Peak 0.6778 1 TBD TBD TBD L0778
G-52 SR
Customer Charge $213.00 8 TBD TBD TBD SELIT8213.00¢
Peak 016821 TBD TBD TBD LDT682
Off-Peak 0.0657 1BD TBD TBD 0657
Issued by:  Stephen H. Bryant Issued On: April 27, 2005
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Previously
Effective Rates Currently Effective Rates
PBR
Customer Class PBR ADJ Adjusted Energy TOTAL Base
And Charge Base Rate Y% Base Rate Eff. % Rate

Note [/ Note 2/ {1+B} * () Note 3/ (D x{l+E)}
(A) (B) ©) (D) () —®
G-43 SN
Customer Charge $781.00 1 TBD TBD TBD L STRT00C
Peak 0.0507 | TBD TBD TBD SRRSO
Off-Peak 0.0193 | TBD TBD TBD 500193
Peak Demand 213861 TBD TBD TBD 5021586
Off-Peak Demand 0.6713| TBD TBD TBD CE06TI3

G-53

Customner Charge $781.00 ¢ TBD TBRD TBD S ETREO0
Peak 0.0307 | TBD TBD TBD LT 005D
Off-Peak 0.6193 TBD TBD TBD 00193
Peak Demand 2.1586 TBD TBD TBD LI T 5REGN
Off-Peak Demand 66713} TBD TBD TBD BTN X YA KE

Notes: 1/ From Column (F) of the previous year’s Annual Base Rate Adjustment Filing Rate Table.

2/ Calculated in accordance with Section 7.4,

3/ Calculated in accordance with Section 8.3.

TBD — To be determined mitially in the Company’s first Annual Base Adjustment Mechanism filing.
Issued by:  Stephen H. Bryamt Issued On: April 27, 2005
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and:
X = TFPTGDI—US -+ IPTGDI-US + CD
Where:

PBR_CAPy  The percentage change in the Average Unit Price for all Rate Schedules
pursuant to Bay State’s PBR Program.

GDPPIy.; The average annual percentage change in the United States Gross
Domestic Product Price Inflation for the four most recent quarterly
reporting periods as of the second quarter of the Calendar Year as
published by the United States Department of Commerce.

X The productivity or X Factor, which shall be the sum of the Productivity
Trend differential, Input Price Trend differential, and the Consumer
Dividend, as established by the Department in D.T.E, 05-27.

ZrEV The sum of cost impacts of all Exogenous Events, positive or negative,
as provided for in Section 7.5.

ESMpuy The earnings to be shared with customers under the mechanism specified
in Section 7.7.

BASE REVy; The base revenues calculated by multiplying each Base Rate Element
shown in Column (B) of the Currently Effective Rate Adjustment Table
in Section +4-10 for each Company Rate Schedule, by the corresponding |
weather-normalized billing determinants for the most recent Calendar
Yeat.

Issued by:  Stephen H. Bryant Issued On: April 27, 2005
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SRRV

7 The total number of firm Rate Schedules to which the ABRAM is
applicable.

J The total number of Base Rate Elements for Rate Schedule n.

BR™® The Base Rate Element e shown in Column (B) of the Currently
Effective Rate Adjustment Table for Rate Schedule n.

BD™ The most recent Calendar Year weather-normalized billing determinants
corresponding to Base Rate Element ¢ applicable to Rate Schedule n.

TPT6orus The total Productivity Trend differential between the gas distribution
industry in the Northeast and the overall United States economy as
approved by the Department in D.T.E. 05-27.

IPTomus The total Input Price Trend differential between the gas distribution
industry in the Northeast and the overall United States economy, as
approved by the Department in D.T.E. 05-27.

CD The Consumer Dividend, as approved by the Department in D.T.E. 05-

27.

74  PBR Annual Rate Adjustment

The Company may apply a non-uniform percentage change to each Base Rate Flement of

Issued by:  Stephen H. Bryant Issued On: April 27, 2005
President Effective: June 1, 2005




Bay State Gas Company
DT.E 05-27
Altachment AG-26-1/8)

BAY STATE GAS COMPANY M.D.T.E. No. 63
Page 10 of 211919 |

ANNUAL BASE RATE ADJUSTMENT MECHANISM

each firm Rate Schedule so long as the change in the Average Unit Price for the
Customer Class 1s equal to the PBR Price Cap Adjustment. For purposes of calculating
the Average Unit Price, the Company shall employ the weather-normalized billing
determinants for the previous Calendar Year. The maximum percentage change to any
individual Base Rate Element pursuant to the PBR mechanism shall be sum of the PBR
Price Cap Adjustment and the X Factor.

7.5 Exogenous Events

The costs and/or cost reductions associated with unforeseen Exogenous Events that are
beyond Bay State’s control that occurred during the most recent Calendar Year and that
are not reflected in the elements of the PBR price cap formula may be included in the
PBR mechanism through the Z Factor. Examples of Exogenous Events are changes in
tax laws that uniquely affect the local gas distribution industry, changes in accounting
rules that uniquely affect the local gas distribution industry, and regulatory, legislative or
judicial actions that uniquely affect the local gas distribution industry. Only material
Exogenous Events, i.e. with cost impacts in excess of $600,000 positive or negative, shall
be reflected in the Z Factor. The eligibility of the cost impacts of Exogenous Events for
inclusion in the Z Factor shall be reviewed by the Department.

1.6 Revenue Exclusions

Base Rate revenue requirement items that are recovered through separate tracking
mechanisms shall be excluded from the price indexing formula. The Company’s SIR
program-costs-desertbed-n-Seetion-Y-and-Pension and Benefit Costs recovered through
the Local Distribution Adjustment Clause shall be excluded from the PBR program.

Issued by:  Stephen H. Bryant Issued On: April 27, 2005
President Effective: June 1, 2005
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7.7 Farnings Sharing

An Earnings Sharing component of the PBR program provides the Company and its
Customers with protections in the event that the productivities achieved under the
proposed program deviate materially from those anticipated and reflected in the PBR
Price Cap Formula. In the event that the Company’s actual Return on Equity for any
annual period beginning January 1% of the years 2006 through the term of the PBR
program is outside of the Earnings Sharing Bandwidth, the difference between actual
earnings and earnings calculated at the authorized Return on Equity shall be shared 75%
to the Company and 25% to Customers. There shall be no earnings sharing when the
Company’s actual Return on Equity falls within the Earnings Sharing Bandwidth. The
Company’s net income and year-ending common equity balances as reported in its annual
report to the Department shall be used to calculate the level of earnings sharing.

7.8 Information to be Filed with the Department

On or before June 1% of each year, the Company shall file information and supporting
schedules with the Department necessary for the Department to review and approve the
PBR Base Rate Adjustment to be included in the ABRAM for the subsequent Rate Year.
Such information shall inchude the results of the calculation of the PBR Price Cap
Adjustment Formula, descriptions and accounting of any Exogenous Events, and an
earnings sharing calculation.

8.0 Calculation of Energv Efficiency Adjustment Factor

8.1  Applicability

The volumetric rates for firm Customer Classes that participate in the Company’s energy

Issued by:  Stephen H. Brvant Issued On: April 27, 2005
President Effective: June 1, 2005




Bay State Gas Company
DT.E 05-27
Aftachment AG-26-1(B)

BAY STATE GAS COMPANY ML.D.T.E. No. 63
Page 12 of 211919 |

ANNUAL BASE RATE ADJUSTMENT MECHANISM

efficiency programs shall be further adjusted to reflect the annualized impact of energy
efficiency programs on the therm gas use of firm Customer Classes for the previous
Calendar Year. The adjustment shall be calculated on a percentage basis for each Base
Rate Element.

8.2  Determination of Energy Efficiency Savings

The Company shall calculate the therm gas use impact of the energy efficiency measures
installed during the previous Calendar Year. The therm savings shall be annualized to
reflect a full year’s impact. The annualized therm savings shall be broken down by
Customer Class and further disaggregated by Peak Period and Off-peak Period and by
head and tail block, where applicable.

8.3 Energy Efficiency Adjustment Factor Formula

) BD"™
EE_.ADJ"FQ - BDn,e EEnJe -1

Where:

EE_ADITS The Energy Efficiency Adjustment Percentage for Base Rate Element e
applicable to Rate Schedule » for the Rate Year

BD™¢ The most recent Calendar Year weather-normalized billing
determinants corresponding to Base Rate Element e applicable to Rate
Schedule n.
Issued by:  Stephen H. Bryant Issued On: April 27, 2005
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EE™¢ The annualized Energy Efficiency savings for the most recent Calendar
Year associated with Base Rate Element e applicable to Rate Schedule n

8.4 Information to be Filed with the Department

On or before June 1% of each year, the Company shall file information and supporting
schedules with the Department necessary for the Department to review and approve the
Energy Efficiency Adjustment to be included in the ABRAM for the subsequent Rate
Year. Such information shall include a description of the energy efficiency measures
installed and associated therm savings by Rate Schedule.

~ - Ny - - "
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169.0 Information Required to be Filed with the Department l

Information pertaining to all of the components of the Annual Base Rate Adjustment
Mechanism is to be filed with the Department as specified in Sections 7;and 8-and-9. In I
addition, the Company shall file revised tariff sheets reﬂectmg the impact of applying the
base rate changes provided for herein.
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110.0 Currently Effective Rate Adjustment Table

Previousty Effective Rates Currently Effective Rates
Base Rate PBR SR
Customer Class SH wiag-SHt PBR ADJ Adjusted Energy Base TOTAL Basd
And Charge Base Rate | Base Rate |Base-Rate % Base Rate Eff. % Rate Rate
Note 1/ | Mewdl | (B~ | Note 32/ (1+ER) * Nate 43/ | Nete-8! |(ED) x (1 + GE) +
(BC) ah
(A) (B) ©) ®) ED (¥D) GE__ | ah ar)
R-1
Customer Charge $11.60 HBH $34-661 TBD TBD TBD $6:00
Peak 0-12 therms 0.2393 IBH 62393 |  TBD TBD TBD G006 15 ]
Peak 12+ therms 0.1928 s 64928 1 TBD TBD TBD 00008 |
Off-Peak 0-10 therms 0.2393 TRD 82393 | TBD TBD TBD S0800 [
Off-Peak 10+ therms 0.1928 iy 91928 ¢ TBD TBD TBD 00666 1
R-2 Rt
Customer Charge $6.25 TR $6:25 | TBD TBD TBD $o00 |
Peak 0.1138 TBD 51387 TBD TBD TBD G000 [l
Off-Peak 0.1158 THD 91438 ¢ TBD TBD TBD 0:0000 it
Customer Charge $12.10 T3l $42-0 1 T8D TBD TBD $0:00 [ 810
Peak 0-125 therms 0.3183 TBD 43483 | TBD TBD TBD 090008 |50
Peak 90+ therms 0.2224 BB 922241 TBD TBD TBD 9:0000 |l
Off-Peak 0-125 therms (.3183 LRI 83183 1 TBD TRD TBD 0000 1o R3183
Off-Peak 30+ therms 0.2224 BB 82224 TBD TBD TBD 00600 on 02224
Customer Charge $6.25 TBH $6:25 | TBD TBD TBD $600 oo e
Peak 0.0708 EBD G6708 | TBD TBD TBD G0000 [ 08
Oft-Peak 0.0708 1RO 646708 | TBD TBD TBD 0686 | ROT0!
OL S
Per Light per Month $2.58 L $258 ¢ TBD TBD TBD £6.00 1.
G-40
Issued by:  Stephen H. Bryant Issued On: April 27, 2005
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Previously Effective Rates

Currently Effective Rates

BaseRate PBR SIR
Customer Class SR wie-SIR |PBR ADJ Adjusted Energy Base TOTAL Basq
And Charge Base Rate | Base Rate BaseRate Y Base Rate Eff. % Raute Rate
Note 1/ Note-2d | By | Note 32/ {1+EBR) * Note 43/ | Nete-3/ [(EDVyx (1 + GEp +
BO) ah
(A) (B) ey &8 (EC) (¥} (GE) (15) ar)
Customer Charge $19.00 B $19:00 | TBD TBD TBD $0-90 |l 19000
Peak 0.3090 BB 83899 | TBD TBD TBD 60000 |00 03090
Ofi-Peak 0.3090 TBH 836961 TBD TBD TBD £:0000 {03090
G-50
Customer Charge $19.00 +Hb £19-00 TBD TBD TBD
Peak 0.2818 +Bb 82818 TBD TBD TBD
Off-Peak 0.2818 $Bb 0:2818 TBD TBD TBD
G-41
Customer Charge $65.00 THE $63.00 | TBD TBD TBD
Peak 0.1920 +BH 149240 TBD TBD TBD
Off-Peak 6.1216 1Bb 326 THD TBD TBD
G-51
Customer Charge $65.00 BB £65:00 Tmbh 8D TBD
Peak 01774 B 4T TBD 8D TBD
Off-Peak 8.0826 FLp 84826 1 TBD TBD TBD
G-42
Customer Charge $213.00 Hb $213:60 1  TRBD TBD 38D
Peak 0.1794 BB 4704 | TBD TBD TBD
Off-Peak 0.0778 TR 0338 1 TBD TBD TRD
G-52
Customer Charge $213.00 TBD £243.00 ¢ TBD TBD TBD
Peak 0.1682 THD 01682 1 TBD TBD TBD
Off-Peak 0.0657 JBE 00637 TBD TBD TBD
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President
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Previously Effective Rates Currently Effective Rates
Base Rate PBR SIR
Customer Class -SHR wioSIR |[PBR ADJ Adjusted Energy Base TOTAL Bas¢
And Charge Base Rate | BaseRote |BaseRate Y Base Rate Eff. % Rate Rate
Note |/ Nota-2i By | Note 32/ (1HER) * Note 43/ [ NeteSd {(FD)x (1 +GH) +
(BC) tkh
(A) (B) © D) EQ) (¥D) GE)__|_ah (p)
G-43 R
Customer Charge £781.00 THD $784:00 TBD TBD TBD $000 by $78] 00
Peak 0.0507 TRD 0.0507 TBD TBD TBD 000040 20,0507
Off-Peak 0.0193 Hb 04193 TBD TBD TBD 0:8004 00193
Peak Demand 2.1586 +Bb 21586 TBD TBD TBD L0000 |0 2586
Off-Peak Demand 0.6713 1 8:6313 TBD TBD TBD Q0000 (i I06T13
G-53
Customer Charge $781.00 FBL TBD TBD TBD £8.00 |0 8T8 100
Peak 0.0507 TBE TBD TBD TBD 90660 [0 00507
Off-Peak 0.0193 TBH TBD TRD TBD 80860 [0 0.0193.
Peak Demand 2.1386 TBD 21586 TBD TBD TBD 00600 | 0215867
Off-Peak Demand 0.6713 FBb 06713 TBD TBD TBD 20000 Fo 006713

Notes:

e Bpep-Coluri-(bh-ofthe previensvear s-Annuat Base Rate Adiustment Fibine—

32/ Calculated in accordance with Section 7.4.
43/ Calcutated in accordance with Section 8.3.

TBD — To be determined initially in the Company’s first Annual Base Adjustment Mechanism filing.

I/ From Column (3F) of the previous year’s Annual Base Rate Adjustment Filing Rate Table.
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Section

1.0 Purpose
2.0  Effective Date
3.0  Applicability
4.0 Definitions
5.0 Annual Base Rate Adjustment Formula
6.0  Determination of Initial Base Rates
7.0 Calculation of PBR Annual Rate Adjustment
8.0  Calculation of Energy Efficiency Adjustment Factor
$89.0 Reporting Requirements
1+110.0 Currently Effective Rate Adjustment Table

1.0 Purpose

The purpose of the Annual Base Rate Adjustment Mechanism (“ABRAM?”) is to establish
procedures that allow Bay State Gas Company ("Bay State” or the "Company") subject to the
jurisdiction of the Department of Telecommunications and Energy ("Department") to adjust, on
an annual basis, its base rates for firm gas sales and firm transportation service pursuant to the
Company’s Performance Based Rate (“PBR”) and-S :
programs and to reflect the annualized impact of energy efﬁc1ency savings (“EES”) The PBR
program encompasses a price cap rate indexing mechanism, as well as earnings sharing above and

beiow estabhshed threshoids and recovery of exogenous costs. Mﬁk—p%mpwem

EES are the therm savings attributable to the installation of demand-side management (“DSM™)
measures pursuant to the Company’s DSM programs as approved by the Department from time-
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to-time.

2.0 Effective Date

The ABRAM shall be effective June 1, 2005 and shall continue subject to the terms of the PBR
and-SHR-mechanisms set forth below. The initial rates established in accordance with Section 6.0 |
shall remain in effect until October 31, 2006. Subsequent base rate adjustments shall occur so

long as either the PBR es-8H-mechanisms remains effective or EES continue to be realized. In

the event that both the PBR and-SH-mechanisms-are is terminated and EES are no longer

realized, the Company’s base rates, as adjusted pursuant to the ABRAM, shall remain in effect
until modified by the Department pursuant to a subsequent base rate proceeding.

2.1 Term of PBR Base Raie Adjustment Mechanism

The PBR Base Rate Adjustment mechanism shall continue for a term of five years through
October 31, 2010. No further adjustment to the PBR component of the ABRAM shail
occur after the completion of the five-year term ending October 31, 2010.

3.0 Applicability

This mechanism shall apply an adjustment to the base rates of each of the Company’s firm sales
and firm transportation Rate Schedules, subject to the jurisdiction of the Department, as

Issued by:  Stephen H. Bryant Issued On: April 27, 2005
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determined in accordance with the provisions of this mechanism. Such ABRAM shall be
determined annually by the Company as defined below, subject to review and approval by the
Department as provided for in this mechanism.

4.0 Definitions

The following definitions shall apply throughout the provisions of the ABRAM tariff.

(1) Base Rate Element is any customer, volumetric or demand charge reflected in the
Company’s Rate Schedules that recovers a portion of the Company’s base revenue
requirement as established by the Department in its most recent base rate case.

(2) Base Rates are the compilation of Base Rate Elements for all of the Company’s Rate
Schedules

(3) Calendar Year is the annual period beginning on January 1™ and ending on December
31°

(4y Customer Class is the group of customers all taking service pursuant to the same Rate
Schedule.

(5) Energy Efficiency Savings shall be the annualized therm savings attributable to
energy efficiency measures installed during the Calendar Year.

(6) Ofi-peak Period is the continuous period from May 1° through October 31%.

(7) PBR Adjusted Base Rate is the base rate in effect for the Prior Year plus the rate
change calculated through the application of the PBR Price Cap Formula to the base
rates in effect for the Prior Year.

(8) PBR Price Cap Formula is the mathematical expression set forth in Section 7.3 used
to calculate the percentage change in Base Rates for the Rate Year.

Issued by:  Stephen H. Bryant Issued On: April 27, 2005
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(9) Peak Period is the continuous period from November 1* through April 30",

(10) Prior Year is the annual period ending immediately prior to the Rate Year.

(11) Rate Year is the annual period that the adjusted base rates shall be effective beginning
on November 1%, '

5.0 Annual Base Rate Adjustment Formula

The annual base rate adjustment formula shall be applied for each Base Rate Element of each
Rate Schedule and shall be calculated in accordance with the following formula:

BRT® = {(BRY; —BRSIR Y, 3 x (1 +PBR_CAPY® )x (1 +EE_ADJ}") = BR-SIR|

Where:

BR* The Base Rate Element e applicable to Rate Schedule » for the Rate Year

BRT The Base Rate Element e applicable to Rate Schedule » for the Prior Year

Issued by:  Stephen H. Bryant Issued On: April 27, 2005
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BRSIR e
T oy

I x - 3
X T W - 3 T 3

PBR_CAP?T® The percentage change for Base Rate Element e applicable to Rate Schedule 7
for the Rate Year calculated pursuant to the Company’s PBR Program.

EE_ADJ}* The Energy Efficiency Adjustment Percentage for Base Rate Element e
applicable to Rate Schedule n for the Rate Year

6.0 Determination of Initial Base Rates

The initial base rates shall be those established by the Department in Docket No. D.T L. 05-27.
The initial base rates shall be set forth in Column (1F) of the Currently Effective Rate
Adjustment Table contained in Section +110.0 to be effective through October 31, 2006. The
first ABRAM change to the initial base rates shall be effective November 1, 2006.

7.0 Calculation of PBR Annual Rate Adjustment

71 Description of PBR Program

The Company’s PBR program replaces traditional cost of service ratemaking with an
incentive-based mechanism. The PBR program includes price cap, earnings sharing and
exogenous components. The price cap component limits the change in base rates to the
rate of input price inflation representative of the gas distribution industry less offsets for
productivity and a consumer dividend. The earnings sharing component provides for

Issued by:  Stephen H. Bryant Issued On: April 27, 2005
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sharing of earnings that are outside symmetrical bands above and below Bay State’s
authorized Return on Equity. The exogenous cost component allows the Company to
reflect costs or credits in the PBR mechanism that derive from unanticipated events that
are beyond Bay State’s direct control.

7.2 Definitions

(I)  Average Unit Price shall be the price per therm calculated by dividing the
total base revenues for the Customer Class for the Prior Year by the
normalized annual throughput for the class for the Prior Year.

(2) Basis Point shall be one one-hundredth of a percentage point.

(3) Consumer Dividend is the benefit to consumers of future productivity gains
attributable to performance-based ratemaking for Bay State’s services as
established by the Department in D.T.E. 05-27.

{4) Earnings Sharing Bandwidth is the percentage range equal to 400 Basis
Points below the percentage Return on Equity autherized by the Department
to 400 Basis Points above the percentage Return on Equity authorized by the
Department.

(5) Exogenous Events are occurrences that have a material and disproportionate
impact on Bay State that are beyond the Company’s control and are not
otherwise reflected in the PBR formula.

(6) Input Price Trend is the measure of change in the prices for all inputs used
to provide regulated gas distribution services.

(7  Productivity Trend is the measure of change in productivity associated with
providing regulated gas distribution services.

Issued by:  Stephen H. Bryant Issued On: April 27, 2005
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(8) Return on Equity is the allowed rate of return on equity as established in
D.T.E. 05-27.

(9) X Factor is the productivity growth index as established by the Department in
D.T.E. 05-27.

(10) Z Factor is the sum of the cost impacts of material Exogenous Events.

7.3 PBR Price Cap Adjustment Formula

Zrev + ESMge
PBR_CAPr=(GDPPly -~ X) + 5 ASE( REV é‘I‘RRLVR) Y
and:
=i o=y
BASEWREVT_lzzz BR?Y xBD™
=i e=]
———and:

WH;E‘E BR-SIRy: BD™

e =
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